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EXEMPTION OF CERTAIN PRODUCTS FROM
TARIFF REDUCTIONS NEGOTIATED IN THE
MULTILATERAL TRADE NEGOTIATIONS (MTN)

MONDAY, JULY 10, 1978

Housk oF REPRESENTATIVES,
SUBCOMMITTEE ON TRADE,
CoMMITTEE ON WAYS AND MEANS,
Washi.gton, D.C.

The subcommittee met at 9:45 a.m., pursuant to notice, in room
1100, Longworth House Office Building, Hon. Charles A. Vanik
(chairman of the subcommittee) presiding.

Mr. VANIK. The subcommittee will be in order.

Today we are hearing Government and private sector witnesses
on the Holland-Broyhill-Hollings legislation sponsored by 168 Mem-
bers of the House, almost as many as the Stziger amendment——

Mr. STEIGER. Not quite.

Mr. VaANIK [continuing]. To exempt the textile and apparel indus-
tries from tariff cuts in the multilateral trade negotiations.

I regret that the schedule of the full committee and other mat-
ters before the subcommittee have made it necessary for us to limit
this hearing to the short time that is available to us. Therefore we
must insist that oral statements be limited to 5 minutes so that
everyone who has asked to participate may do so.

We are meeting only a week before the Bonn summit, and the
cricical date for decisions at the Geneva multilateral negotiations.
The subcommittee is very much aware that it would not be in the
best interests of the U.S. negotiatcrs to discuss in detail at this
time the specific offers and requests of thc¢ U.S. Government in
textiles and apparel, particularly in view of the fact that some of
our major trading partners have been less forthcoming than neces-
sary for the successful conclusion of the Tokyo round of negotia-
tions. Therefore, we will understand the inability of Government
witnesses to discuss publicly certain details.

The field hearings of the multifiber task force chaired by my
colleague, Representative ken Holland, from Jefferson, Ga., and to
Lancaster, S.C., with another field hearing scheduled for Fall
River, Mass., on July 24, have enabled us to make a number of
useful suggestions for improved administration of the MFA &and its
bilateral program. I hope that this oversight work will be contin-
ued throughout the year.

Personally, before siarting, I would like to observe that as chair-
man of the subcommttee, I have narticipated with the Holland
task force in obtaining; a clearer perspective and understanding of
the MFA and its admi.aistration. Given the MFA attempts to devel-
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op a system of bilateral agreements which the subcommittee has
been monitoring, it may be that the pending legislation may be
very strong medicine. For example, I am troubled by the fact that
we are a net exporter of many textile products, and that in the
past 4 years our balance-of-trade surplus in textiles has been $735
million. I hope that in discussing the legislation before us, toduy’s
witnesses can address themselves to the question of why a blanket
exemption is needed when we are quite successful exporters in a
number of textile areas.

Also, the task force has addressed several letters to Mr. Smith
and to Mr. Shepherd, and we hope that we will have answers to
our inquiries.

[The following responses were subsequently received:]

U.S. DEPARTMENT OF COMMERCE,
Washington, D.C., June 22, 1978.

Hon. KEnNNETH L. HoLLAND,

House of Representatives,
Washington, D.C.

DearR MR. HoLLAND: This is in further reply to your April 13 letter in which ynu
raised several questions bearing on Administrative textile policy.

MISLABELED IMPORTS OF EUROPEAN SUITS

We are very concerned with the transshipment of Eastern European textile
products through France or other European nations to the United States. The
Customs Service has initiated a procedure in which imports of wearing apparel from
certain countries suspected to be frequent diversion points will be closely monitored
using identification techniques developed during past investigations. The Division of
Fraud Investigations of the Customs Service welcomes specific allegations of misla-
peling or any other fraudulent trade practices which might aid in these investiga-
tions.

Under French law, imported merchandise must undergo suhstantial transforma-
tion before it can be labeled “Made in France."” Mislabeling is subject to penalty.
Similarly, under U.S. rules of origin, relabeling is not sufficient to change a prod-
uct's origin for Customs purposes and penalties in excess of the value of the import
may be imposed where fraudulent intent can be demonstrated.

The difficulty lies in identifying mislabeled items. In response to repeated com-
plaints that U.S. appare¢l imports were mislabeled, during the past decade the U.S.
Customs Service has held numerous investigations in Eastern and Western Europe.
Although several of these investigations have uncovered mislabeling and have re-
sulted in the collection of penalties and additional duties, many investigations have
revealed no improper activity.

As you suggested, it would be helpful if additional documentation on low-priced
apparel imports were required. However, such a requirement could he construed as
a discriminatory nontariff barrier which could undermine our efforts both bilateral-
ly and in the Multilateral Trade Negotiations (MTN) to limit the spread of special
licensing and certification schemes.

DEPRECIATION

In response to your interest in international comparisons of depreciation rates,
Treasury commends the comprehensive study of George Kopits published by the
Organization for Economic Cooperatior and Development (OECD) in 1975, entitled
International Comparis.n of Tax Depreciation Practices. I have enclosed (Enclosure
A) several of the summary tables from that work. As noted in the summary
statement accompanying these tables, the OECD analysis “. . . indicates that the
United States has an advantage over the other 21 countries listed from the stand-
point that the US. firms have a greater number of alternative tax depreciation
practices available to them. What is not indicated, however, are the quantitative
values of the tax depreciation practices, e.g., tax rates, number of years involved,
etc. Therefore, it is not possible to analyze or compare the true impact of the tax
depreciation practices.”



3

GOVERNMENT REGULATION

The U.S. textile industry has been expressing increasing concern over the impact
of U.S. Government regulatory actions on the domestic textile industry. The indus-
try fears that the cumulative cost of complying with the various standards will force
many firms out of business, and for those firms which can raise the money to meet
compliance requirements, the increased costs wiii have a serious negative effect on
the ﬁompetitivenees of US. textile mill products in the United States and world
markets.

The Office of Textiles in the Bureau of Domestic Business Development has
recently initiated a major study to assess the cumulative economic impact on the
textile industry of the Government's existing and propuses safety, health, and
environmental controls. The initial part of the study, dealizsg witix the cotton dust
and noise standards proposed by the Occupational Safet;, #nd Health Administra-
tion (OSHA), will be completed in the near future. The: impact of environmental
control, consumer oriented requirements, toxic substance cuntrol standards, and
energy conservation guidelines will be concluded later. Jan Architald of the Com-
mittee of Ways and Means' Subcommittee on Trade, has been bricfed by members of
the Office of Textiles on this project.

You a!so asked for a written statement concerning the various textile and apparel
industry trade adjustment assistance proposals currently being discussed. Enclosure
B is the statement you requested.

Mike Smith and I look forward to conveying in a future letter our position
concerning a MTN snarbuack regarding the MFA and the situation concerning
textile imports from the i’mple's Republic of China.

Sincerely,
RoBERT E. SHEPHERD,
Deﬁ;ty Assistant Secretary for
mestic Business Development.
Enclosures.

ENCLOSURE A
TABLE 2. SUMMARY OF TAX DEPRECIATION PRACTICES: LJUIPHENT

Analysis of Table 2, Summary of Tax Depreciation Practices: Equipment, indi-
cates tKat the United States has an advantage over the other 21 countries listed
from the stand point that U.S. firns have 2 greater mimber of aiternative tax
depreciation practices available to them. What is not indicated, however, are the
quantitative values of the tax depreciation practices, e.g., tax rateg, nuriber of years
involved, etc. Therefore, it is not possible to analyze or compare ihe ‘rue impact of
the tax depreciation practices.

The attached tables indicate that the United States has more alternative tax
depreciation practices than any other country listed. Further, the United States has
at least as many alternative practices as any other country in each of the major
categories of tax depreciation practices except for Spain in the Special Allowances
Category.

Eighteca of the 28 tax depreciation practices listed are ag{»licable/frequentl ;
practiced in the United States. Of the 1 Eractices not applicable/frequently pru:-
ticed in the United States, four are applicable/frequently practiced in 11, 7, 6, and .
countries, respectively; four are applicable/frequently practiced in three countries,
and two are applicable/frequently practiced in one country.
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T8X [£PRECIATION PRACTICES: EQUIPMENT NUMBER APPLICABLE/FREQUENTLY PRACTICED BY COUNTRY

Number of aiternative practess ... 1 4 12 3 2 28
Tax on
Normal Special  Valuation Other gain

Conaty 2llowance  allowances of asset  provisions  from sale Total

Austraia . . 5 1 4 3 2 15

Austria ... . , 3 2 5 3 1 14

Belgium .. .. ... .. 5 e ] 3 2 14

Canada.. ... ... .. ... 3 1 & 2 10

2 2 S 8

2 2 4 1 2 1l

5 1 5 2 2 15

5 2 4 1 1 13

2 e 5 3 2 11

5 2 4 1 2 4

2 1 4 1 1 9

5 s 5 2 1 13

Luxembourg ..., 5 2 3 2 ] 15

Netherlands ... .. .. .. . ... .. 3 1 5 3 2 14

NOTWAY ..., 2 2 4 3 1 12

Portugal ... ..o e ) 2 5 2 1 15

SPain 4 3 3 3 2 15

Sweden . .. ... 5 2 4 2 1 14

Switzertand. ... 3 1 3 2 1 10

Turkey . ... 2 1 4 2 1 11

United Kingdors 3 1 b o 2 10

United States . 6 2 5 3 2 18

Tatal . 83 31 94 41 32 28]
Average nuinber of practices for countries

having MAUCe..o s 38 16 43 2.2 15 128

Tax depreciation practices: equipment—countries where practice is applicable or

frequently practiced

Normal allowai.ces:
Straight liNe..... ..ot
Declining DAIANCE...........ooivvvieieiiiier et ee vt s resas e sneas
Facts and circumstances
Other

..............................................................................
...............................................................................................................
.......................................................................................................

......................................................................................................

Accelerated depreciation
Special allowances:

.............................................................................

....................................................................................
.......................................................................................................
.....................................................................................................

............................................................................................

Valuation of axset:
Rase:
ANICIUAR BAXES .....ooneeveiiireirei et sreerae s te et se s s e ea e s esebtsaseaeans
Ii.eludes installation
Cruticai event:
CONLLACT ..ot ccirv e b e e sbe e s reeresrees s nesnrsssrsaresssssssbens
DRlIVETY ..ottt e e be bbb e s b b nres
Acquisition
Payment

..............................................................................................
..................................................................................................

First year convention:
One half-Year ...t
Three-fourths year ..
FUll FEAY ... s st
Following year
Salvage

.......................................................................................

....................................................................................................

120
m

4
12
120

11
15

19

122
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Tax depreciation practices: equipment—countries v here practice is applicable or
frequently practiced—Continued

Other provisions:

LONGer Life ..ot crenircscrnisnsenre e sneree e n e srsnrrrn s esn s e senenans 17

ODBOLEBCEIICE .......c.oceeiieiiciiiteecctecnte et aacan e raas e sresbeseossaensens 116

Multiple 8hifts ........ccooviiniiiiiii 118
Tax on gain from sale:

AS Ordinary INCOME ........coviiiicinee ettt se e beseseanoser 120

Preferred TALe.........ccccvvvvviiccivtree vttt s rsbsrasesrssrasbassenenn 112

'Includes United States.

TAELE 6. MEDIAN PRESENT VALUE OF DEPRECIATION ALLOWANCES, BY COUNTRY AND BY
ASSET GROUP

The median present value of depreciation allowances for the United States is less
than the arithmetic mean of the median present value for 22 countries listed in
each of the 13 asset groups listed except three—all buildings and equipment groupe,
building and office and construction.

The median present value of depreciation allowances for textile equipment for the
United States ranks 18th among the countries listed. The United Kingdom hes the
highest median present value of depreciation allowances for textile tzguépment for
the 22 countries listed and is 36 percent greater than that of the Uni tates. The
attached table summarizes the relative position of the United States for textile
equipment.

MEDIAN PRESENT VALUE OF DEPRECIATION ALLOWANCES—TEXTILE EQUIPMENT

Median Precent
present reater than
Rank ! and country value 2 nited States
[—United KINGOOM . . e oo 0.8571 36
2—lreland.. ... e et 8264 k)
3 —Austria UV 8184 30
TUPKBY . et 1915 26
G OWBOBN . e e e e 1890 25
B-—IlalY e e e e e, 1137 23
D 1O 1127 23
B DN o e e e et 1705 22
G FIANCE . oo e s 7514 19
10—Finland .. .. e et 7499 19
LEDNMAIK e e et ene 1329 16
12—BRIGIUM . oo e e s 1215 15
All COUNETIES, MeAN > . . et e e 1166 14
P3—GRIMANY . e 6974 11
LA LUXBMBOUIE . ooos coooe e es e 6974 11
15—Switzerland ... ..., e 6815 8
16—Canada ... ... oo, s 6666 6
17—Norway .. 6366 1
18— United StateS ... oo e e et 6302
19—POMUZA . ... e et 6145 3
20—Australia . ... . et e oot .6064 44
2L Netherlang . . e .5864 47
22—5pain ..o, e e e 5804 47

'Ranked from highest to lowest median present value of depreciation allowance for textile equipment.
*Median present value of 1ax depreciation aliowance generated by $1 expenditure on textile equipment.
3 Arithmetic mean of the median present value of each country for textile equipment.

*Percent less than United States.
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ENcLosuRE B—TRADE ADJUSTMENT ABSEISTANCE
The following trade adjustment assistance proposals are under discussion.

ATLANTIC APPAREL ASSOCIATION

Based in Pottsville, Pennsylvania, the association is made up of 420 members who
are apparel contractors, largely sewing sportswear and dresses for other companies
who provide the designs and fabrics—already cut. Original request was to mun
forming a cooperative associaticn, which could be certified as being trade impacted.
After some discussions, it was suggested that the ascociation staff be supplemented
to provide assistance to members in ing certified, preparing adjustment plans,
and qualifying for further technical and/or financial assistance.

AMERICAN WEST OVERSEAS ASSOCIATION

EDA has approved a technical assistance request for $50,000 to encouraps, g'x;‘o-
mote, and stimulate export demand for products and services of the association. The
associa:ti{:n members produce western apparel, riding equipment, and native Ameri-
can crafts.

MEN’S TAILORED CLOTHING INDUSTRY

The Amalgamated Clothing and Textile Workers Union, and the Clothing Manu-
facturera Assisiation are developing a “self help” program for the men's tailored
clothing industiy. The program, which calls for ernment support of certain key
elements, is disigned to maintain a viable men’s tailored clothing industry. One
element of this program, CETA training from the Department of Labor, iz well
underway and a specific proposal to Commerce is expected shortly.

NEW ENGLAND APPAREL MANUFACTURERS ASSOCIATION, INC.

Th. New England Appare] Manufacturers Association, Inc. has 45 member firms
empioying approximate}%: 5,000 workers. The member firms are located in South-
zastern Massschusetts (Fall River, New Bedford, and Taunton) anc Rhode Island,
end represents about 50 percent of the apparel manufacturers i1 Southeastern
Massachiusetts and Rhode Island.

The original proposal! requested $40,000 in EDA technical aasisis'.ce support to
supplement the association’s staff and retain consultants and equipment utilization.
This was modified to ask for a diagnostic overview of the major problems of the
members, at a cost NTE $10,000. This proposal is being processed for approval.

REVITALIZATION COUNCIL OF PHILADELPHIA (RCP)

The RCP has proposed a planning grant for modern apparel firms to be located in
Philadelphia which will serve to demonstrate new modern technology, plant layout,
and management techniques that may make apparel firms successful competitors
with foreign imports. The concept behind the proposal is that many of the firms are
not using modern technologies and even more important have not in ted them
into an overall system under dynamic leadership. The staff of the RCP a strong
background in such integration and planning, and has located industrial sites which
would be suitable for such demonstration facilities.

PHILADELPHIA COLLEGE OF TEXTILES AND SCIENCE (PCT&S)

PCT&S has put forth three proposals. Two of these pro deal with the
improvements in existing technologies utilized in the apparel industry. The third
proposal deals with an institutional innovation.

One of the technical proposals is the development of a standard system for the
pretreatment and analysis of fabrics in the manufacturing process. Many of the
current problems that manufacturers have in obmininmuality apparel, as well as
in choosing the best manufacturing sequences and techniques, is that they do not
understand and/or adapt manufacturing to the specific characteristics of textiles.

The second i)ropoeal of the PCT&S concerns the use of fused interlinings in
tailored apparel items. At present, many of these interlinings cause difficulties after
the first drycleaning (i.e., unsightly bubbg%cz]nd wrinkling in the piece of apparel).
PCT&S believes that the cause of theee di ties is that interlining material and
fusing techniques are not suitable for the particular textiles and stru :ture of the
apparel to which they are applied.

meﬁnal proposal of the College is for the development of an apparel training,
technology management development, and testing center for the apparel industry.
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This would be located on the grounds of PCT&S, managed by an industry board, and
staffed by college and industry officials.

SuBCOMMITTEE ON TRADE,
House Ways AND MEANS COMMITTEE,
Washington, D.C., May 19, 1978.
Mr. RoBerT E. SHEPHERD,
Deputy Assistant Secretary for Domestic Business Development,
Department of Commerce, Washington, D.C.

DEARr Bor: As you know, the Multifiber Task Force of the Subcommittee on Trade
has now held two field hearings, and it is possible that we will soon be scheduling
Snoth‘gr. field hearing or Washington area hearing, perhaps as early as the week of

une otn.

At that time, we would like to invite the Participation of yourself or other
appropriate members of CITA to discuss some of the issues raised at cur two field
hearings. We are enclosing for your use, therfore a transcript of the May 5th
hearing in Lancaster, South Carolina.

We would like to call your attention to certain specific statements in the tran-
script and indicate our concern about these issues or request co.nments from you or
other members of CITA on these points.

1. On page 31, Mr. Wilbur Daniels of the ILGWU discusses the need for additional
bilaterals with countries such as Peru, the Dominican Republic, Barbados, Belize,
Costa Rico, and El Salvador. On page 42, Mr. Art Gundersheim of the ACW
discusses the difficulties you have encountered in obtaining the wosl suit bilateral
with Yugoslavia and the delays in obtaining a bilateral with Chile. Throughout the
transcript, the witnesses, almost without exception, speak to the need for an early
bilatera! with the People’s Republic of China, an issue on which we have written to
{‘ou and which we hope you will be prepared to discuss at length at the up-coming

earing.

(a) What is the status of the negotiations with Yugoslavia?

(by When will a wool suit bilateral be concluded with Chile?

(c) Would ?you comment on the need for bilaterals with the countries listed by
Mr. aniels?

(d) Would you comment on the possibilitf' of establishing and publicizing
criteria for the point at which the US. will either seek bilaterals or invoke
unilateral action? The present s{stem of approaching each nation at a different

int of export level may needlessly cause foreign policy problems. If it were

Egown, however, that the U.S. would demand bilaterals at a pointis), certain

foreign nations would feel that the system was based on economics rather than
political jockeyin%.

2. On page 32, the ILGWU testified that technological innovation has not Played
“a very significant role in employment declines” (see also page 48). Would you
comment on this issue? What has been the productivity of the apparel industry? Of
the textile mill 5products industry?

3. On page 35, the union representatives reject the contention that the decline in
the value of the dollar will be of assistance to the domestic industry. Does the CITA
group have any information on this subject.

4. A number of witnesses urged that the domestic industry be better consulted on
the consultations process with foreign suppliers (see pages 35, 99, etc.). Could vou
please describe for the future hearing record how consultations are presently car-
ried out, what advice is sought from domestic industry sources, and whether a mui¢
formalized process could be developed for consulting with domestic labor, industry,
importers, and consumers?

. The union representatives testified that despite (or because of) the recent {TC
investigation and decision on workglove imports, the level of glove imports was
increasing dramatically. Could you pilease grovide for us statistics comparing the
quantity and value of workglove imports by country of origin for the first four

months of 1978 compared to the first four months of 19777
" 6. In response to a question on increased employment during 1977/78, the union
representatives pointed to decreased manhours worked (p. 49). Could you please
provide us with statistics on this point?

7. Could you please comment on the discussion of European wage rates v. US.
wage rates on page 51? i

8. Could you please comment on the overhand issue (with the ibility of a 40%
increase in imports in 1978) raised on page 77 and 78? We have found that the issue
of carryovers and carrybacks along with the fear of sudden growths in import levels
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due to a change from unused quota levels in one year to full use of the quota in
another year is one of the major causes of concern and complaint about the MFA
and bilateral systems. We would appreciate having your thoughts on ways in which
future bilaterals could be negotiated which would provide, in addition to the car-
ryover/carryback provisions, some total limit on the percentage growth from one
year to another.

9. What waa the percentage growth of domestic apparel consumption between
1976 and 1977? Between April 1977 and April 1978?

10. Do foreign bilateral negotiations include members of that foreign country’s
textile industry? Are their industry representatives allowed to attend tl.e bilateral
conferences? (See ¢. p. 111.)

11. Does CITA have any studies on the effect of the Kennedy Round tariff cuts on
textile and apparel imports? 18 it proper t~ link the '{ennedy Round cuts with
increased imports (ese page 129)?

12. Could you nlease provide us with a report, by major TSUS numbers, of those
textiie and apparel categoriea where the US. had a 1977 tr- "+ surplus (and how
much), and those which were in a trade deficit (and by how niuch,?

Thank you very rauch for vour assistance in these latest inq 1:rie:

Sincercly yours,
T N HoLLAND,
Ch.irman, Task Force.
CuoARLES A, VaNIK
Chairman.
Ep JENKINS,
Member of Congress.
WiLuAM A. STEIGER,
Member of Congress.
Enclosure.
U.S. DEPARTMENT OF COMMERCE,
Washington, D.C.

Hon. CHARLES A VANIK,

Chairman, Subcommittee on Trade,
House Committee on Ways and Means,
Washington, D.C.

DeArR MR. CHAIRMAN: Thank you for your May 19 letter which enclosed a copy of
the transcript of the Subcommittee’s May 5 Lancaster, Pennsylvania field hearing.

Enclosed is a table which compares the quantity and value of cotton glove imports
for the first three months of 1978 with the zaine period in 1977. When we receive
import data through April from the Bureau of the Census, I shall provide you with
glove import data for the first four months of 1978 as you requested in Item No. 5 of
your letter.

We are preparing the other information you requested in your letter, aad I will
forward it to you as soon as it is ready.

Sincerely,
RoBERT E. SHEPHERD,
Deputy Assistant Secretary for
Domestic Business Development.

Enclosure.
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U.S. IMPORTS OF COTTON GLOVES AND MITTENS—QUANTITY AND VALUE

January-March 1977 January-March 1978
Thousand 1,000 doz. or. Thousands 1,000 doz. pr.
$37 63 $39 62
117 121 1945 155
4] 19 53 22
45 17 231 82
............................................................... 93 83
145 40 286 153
R 13 97 35
487 269 1,2 579
167 19 49
2,140 828 2,163 139
215 i 516 192
296 219 796 460

126 § 129 ¥
3,908 1,852 6,149 2,650

Mr. Vanik. Mr. Holland, do you have any statement that you
want to make?

Mr. HoLLAND. Mr. Chairman, | have no formal statement to
make at this time. I would, though, on behalf of Mr. Broyhill and
the 168 who have cosponsored the legislation under consideration,
express our gratitude to Chairman Ullman, Chairman Vanik, to
the various members of the subcommittee, to the representatives of
labor, the private sector, the textile industry, the apparel industry,
and all of the people in this room who are vitally concerned with
this matter.

Again, Mr. Chairman, we appreciated the time taken here today
and believe this hearing, along with the past hearings and the
future scheduled hearing «f the task force, will represent such
evidence of such value and¢ of such guality as to fully justity this
piece of legislation which cur distinguished chairman calls “strong
medicine.”

I believe, Mr. Chairman, that the current state of negotiations in
interiiational trade and the current crisis facing the textile and
apparel industry, dictate that strong medicine be enacted at this
sestivn of Covgress.

It is regretiable that this is the case. However, 1 believe the
testimony heard in this room today will be convincing that strong
medicine is needed.

Thank you, Mr. Chairman.

Mr. VaNik. Mr. Steiger.

Mr. Steigek. Mr. Chairman, given the time ronstraints, I will
ass on an opeting statement and look forward to listening to the
earings.

Mr. Vanik. Our first witness this morning is our distinguished

colleague, Hon. James T. Broyhill, Member from North Carolina.

We are very happy to have you with us.

STATEMENT OF HON. JAMES T. BROYHILL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NORTH CAROLINA

Mr. BrovHiLL. Thank you, Mr. Chairman.
I ask unanimous consent that my statement be included in the
record in full and that I be permitted to summarize briefly.
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Mr. Vanik. Without objection, it is so ordered.

Mr. BrRoyHILL. Mr. Chairman, I thank the subcommittee for this
opportunity to come and to testify on behalf of the bill that I and
my colleague, Mr. Holland of South Carolina, have introduced that
would provide for the exemption of textile and apparel items from
tariff reductions in the so-called Tokyo rounds of trade negotiations
which are currently takinglplace. .

Our reasoning is thus, Mr. Chairman, and the statistics and the
facts, as Mr. Holland has so ably stated, bear us out, that the
United States should not permit any indus:.y ‘0 be destroyed as a
result of unfair, unequal trade competition.

This is a vital industry, employing close to 2 million people in
this country. This industry has already lost hundreds of thousands
of jobs in the last decade and is currently losing jobs at a far faster
rate. We can anticipate, if the situation continues, that several
hundred thousand more jobs will be lost in the next decade unless
something is done.

I also point, of course, to the record imports of textile products
presently coming in at increasing rates. In fact, in 1977 they
reached an all-time high of over 2.6 billion square yards.

Mr. Chairman, I could cite a lot of statistics and so forth, but I
would like to look for just about 1 minute here at the cost in
human terms. In the small town of Cramerton in Gaston County,
located in the 10th Congressional District in North Carolina, a
major industry announced in January that it would close down its
third plant in this town. And not only did this plant closing result
in the loss of approximately 800 jobs, but this, as I pointed out, was
the third mill closirg in this town in the iast 3 years.

We all know that most of the textile and apparel mills are
located in small towns and rural areas. These communities, small
communities, depend on this industry for this livelihood, and the
people who work in this industry are proud people. They want to
work. They want to pay their own way. They don’t want to depend
upon unemployment compensation or to have tc firi: to welfare.
What they want to do is to pay their o~ ray

In conclusion, Mr. Chairman, at - = wpe o dwantistaciion and
disillusionment in Government cor. . naes L6 tacreasn, it is Sifiualt
often to explain tc people who wo«+ 1y ¢ tekiils mlis acrvess this

great country as to why the Go- v:: cer: conniaues policies Uiat
result in the loss of jobs to the pr« " f forowi cauvtrivs,

We are not seeking an end i rzxfile icapoote. My, Chalviaen
That is not the thrust of this bili .« .o+ o tius bill &ill net resal
in the end of imports. In fact, the ¢ v o0 woovrinas b come in. In faer,
I feel this request that we ave i« i:ag, v dor thwe circunistances,
and considering the situation thu: «e hsve ouulined and will out-

line in the course of these hearin::. is r:uily & moderate course of
action. All we are asking is that tir:r+ be a proper shariag 1 Jhe
marketplace.

The domestic textile industry neazd: lacentize te exppnd and o
improve technologically in order tu provide the ink wpporii. *ies
that we need in this country.

In conclusion, I urge in the strongesr poszible terias (ki the
Congress act in order to remove the toxtiile apparels fvo:y the
negotiations that are underway in Genev: becavac it i3 our conclu-
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sion that should there be further tariff reductions, as some have
proiosed, that it would be disastrous not only to the industry but
to the many millions who depend on this great industry.

Thank you, Mr. Chairman.

[The prepared statement follows:]

StaTEMENT OF HON. JAMES T. BroYHILL, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF NORTH CAROLINA

Today I apgear before this Subcommittee to urge the favorable consideration of

the Holland-Broyhill bill which would provide for the exemption of textile and

apparel items from tariff reductions in the ‘“Tokyo Round” of the Multilateral Trade
egotiations.

As you know, the textile/apparel/fiber industry is the largest manufacturing
employer in the United States. The industry is in deep trouble today, primarily
because of the tremendous increase in the number of immports which are coming into
this country.

The United States should not allow any industry to be destroyed by unfair trade
competition. We are all aware that production coste are much higher in this
country, primarily because we pay our employees a much higher wage than is paid
in most other countries. In addition, modern equipment designed to protect uur
employees and the environment adds to the cost of production in the U.S. Therefore,
the foreign countries can sell their goods at cheaper rates and this causes unfair
competition.

This vital industry has lost over 350,000 job opportunities over the past decade
and is currently losing jobs at the rate of at least 20,000 annually. U.S. Bepartment
of Labor statistics show that 201,60C textile and apparel workers were unemployed
in the first five months of this ye.r. In addition, 156,300 people were working only
;i\'an-time in textiles and apparel 1ecause full-time en.ployment was uravailakle.

his does not include the number »f people who are looking for jobs ir. the industry.

Textile imports are at record levels. In 1977, they reached an a'l-t‘me i.igh of 2.6
billion square yards equivalent. On the basis of the performance in tie first third of
1978, we are heading for a new rvcord volume of imperts of approximately 3.3
billion square yards equivalent. Stdted another way textile imports came into this
country at an annual rate of neaily $7 billion while our textile exporte declined by
11 percent.

I firmly believe that the ris. - volume of textile imports is a nrimary cause of
inflation. Our overall trade d~:i_.i in the first quarter of this year was $12.2 bilion
while the textile-apparel trade deficit is now running at an annual rate of $4.4
billion. It increasec! by 94 percent in the first four months of 1Y78. It is estimated
that the trade deficit adds between one-half and one percent to our domestic
inflation rate. This increasing national trade deficit ia a major factor behind the loss
of confidence in the U.S. dollar.

Mr. Chairman, I could cite more statistics but I would like for us to lock at the
cost in human terms for a moment. In the smali town of Cramerton in Gaston
County in the 10th Congressional District of North Cearolina, which I represent,
Burlington Industries announced in January of this year th..* it would close its
third ﬁ}sant in this town. Not only did this closing result in the loss of approximately
800 jobs, but it was the third mill closing in this one town in the past three years.

As we all know, many textile and apparel mills are located in rural towns. These
towns depend on the industry for their livelihood. Many of the employees are not
trained for other jobs and two-thirds are women and 19 percent are minorities.
There are also large numbers of employees who are just a few years away from
retirement. Frequentiy there are no other job opportunities in the community and
because of t! .r age, the unemployed persons do not wish to move. So what hap-
pens? They aw unemployment and could later turn to welfare, despite the fact
that they do not want to depend on the government for their livelihood, These are
proud people who want to work ard pay their own way.

Mr. Chairman, in a time when dissatisfaction and disill:1zsionment in government
continues to increase, it is difficult to explain to tlie empioyees in our textile plants
across this great country why their government permits tKem to lose the.r jobs at
the expense of foreign countries. I emphasize that we are not seeking to end textile
imports. We are only asking that they not be allowed to continue to increase. We
seek a proper share of the marketplace. Our textile industry needs the incentive to
expand and improve technologically. This incentive is certainly not preseni now. In
fact, there are many reasons for the owners to close their plants and this is
happening too frequently.

32-859 O -78-2
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In conclusion, I urge in the strongest possible terms that the Congress act immedi-
ately to remove textiles and apparels from the negotiations currently underway in
Geneva. We cannot afford to sit idley by while the major manufacturer in this
country is destroyed.

Mr. VANIk. Thank you very much, Mr. Broyhill.

I want to say that when 1 attended the Holland task force
hearings, 1 was very, very impressed with what I saw. I had an
entirely new vision of the industry, and I want to say that I was
profoundly impressed. I know these are one-industry communities.
The situation is unique in American industrial enterprise that
there should be this <nrt of situation. Without a good viable indus-
try, these communities would be in very dangerous circumstances.
It was perfectv visible that the entire community was dependent
on the high activity and the continued high utilization, of the
textile facilities.

Mr. Holland.

Mr. HoLLAaND. Thank you, Mr. Chairman.

Mr. Broyhill, you stated that over in Cramerton, the closing of
ori)es industry resulted in the loss in that small community of 800
jobs.

What other job opportunities are in the immediate area for these
people to pursue?

Mr. BroYHILL. In that immediate community, of course, there is
one additional plant that is still being operated by this particular
industry, but this is the problem that we face in rural areas, small
town America. When you lose jobs of that magnitude, there are not
other jobs to which these people can go. If you are in a large
metropolitan area, perhaps a loss of 400, 500, 600 jobs in a icu-
lar industry would not have the severe impact that it would have
in a small town such as Cramerton, N.C., where there i8 no other
place to go in order to find employment, and it does make a very
severe impact not only on the people who are involved, but particu-
larly on the community that depends on this great industry.

Mr. HoLLAND. | am aware of some steel mill closings in Ohio
where they lose 4,000 to 5,000 jobs in quite larger cities.

Would you say the economic impact would be about the same,
measuring the size of the city, a metropolitan area with 4,00C or
5,000 jobs, and a town like Cramerton with 800 jobs?

Mr. BRrRoYHILL. It was amazing to me to see the impact, and I
sympathize very much with the plight of those in the chairman’s
State when this particular plant was closed. It made the headlines,
whereas I know that the gentleman from South Carolina and I can
cite plant closings in his and my district alone that would amount
to far more than that just in the last year or so. Yet, we did not see
the screaming headlines in the Nation’s press, and the impact and
the cost in human terms is just as great.

I think that this is the point that we want to underline in this
series of hearings.

Mr. HoLlAND. Is your State like mine? The property tax on
industrial facilities in my State is generally earmarked for 2duca-
tional purposes.

Has the closing of the plant in Cramerton undercut the revenues
necessary to operate public educational facilities?



15

Mr. BroyHiLL. Unless, someone can come in, and, of course that
property is still on the tax books, but, as you know, in order to
generate the revenues, to pay those taxes, you have got to have an
ongoing enterprise. It is true that the property taxes do to a great
extent finance the education in our State, maybe not to as great an
extent as in your State, but a good part of it is going to that great
effort. Unless you have a viable economic climate in your area, you
are not going to be able to provide the services, suth as education
that the people are asking for in this day and time.

Mr. HoLLAND. Thank you, Mr. Chairman.

Mr. Broyhill, I appreciate your great interest in this vital prob-
lem and look forward to your continued participation as we try to
have a beneficial effect on our trade negotiations.

Thank you so much.

Mr. VANIK. Mr. Steiger.

Mr. STEIGER. Mr. Chairman, I will pass on questions.

Jim Broyhill has beer: exceedingly effective, as has Ken Holland,
in making sure that all of us were aware cf their concerns. The
textile task force has done an exceedingly good job in raising the
consciousness of all of us as to what the problem is.

You are right on the human problem. The impact of what has
happened is everv bit as great, if not greater, than steel. It is just
1ot as visible, and it is smaller in terms of smaller towns, and not
all at one time. So we very much appreciate your being here.

Thank you.

Mr. VaNik. Mr. Frenzel.

Mr. FReNzEL. Mr. Chairman, I have no questions.

I am sorry I missed the usual excellent testimony of our col-
league, Jim Broyhill.

Thank you very much, Jim. We have appreciated your counsel
and that of Ken’s right along in this matter.

Mr. Vanik. I want to thank you very much, Jim, for your very
excellent statement.

Mr. BroyvHILL. Thank you very much and I will be consulting
with you and I stand ready to assist and help in any way.

Mr. Vanik. I would suggest, if you desire, you might sit with the
subcommittee. We would be very happy to have you go through the
entire testimony with us this morning as your time permits.

Mr. BroyHiLL. Thank you very much.

Mr. Vanix. Mr. William Cohen is not here.

We will niove now to Michael Smith, our Chief Textile Negotia-
tor of the Office of the Special Trade Representative. He is accom-
panied by our almost weekly friend and visitor, John Donaldson,
and Bob Shepherd, the Deputy Assistant Secretary for Domestic
Business Development in the Department of Commerce.

Mr. Smith, we will be very happy to hear from you. You know
the nature of this legislation. Your office has studied it and re-
viewed it. We would be very much interested in having your com-
ment, both with respect to this legislation and to what you can tell
us, on negotiations in Geneva. Give us whatever information you
can that would be helpful and constructive to the committee in its
consideration of this legislation. We will be very happy to hear
from you.
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STATEMENT OF MICHAEL SMITH, CHIEF TEXTILE NEGOTIA-
TOR, OFFICE OF THE SPECIAL REPRESENTATIVE FOR TRADE
NEGOTIATIONS, ACCOMPANIED BY JOHN DONALDSON, AS-
SISTANT SPECIAL REPRESENTATIVE, OFFICE OF THE SPE.
CIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS

Mr. SmiTH. Thank you, Mr. Chairman.

The administration is strongly opposed to H.R. 10853 for a
number of reasons which I will attempt to explain this morning.

It is important, I believe, to review what this and previous ag-
ministrations have done to assist the U.S. textile and apparel in-
dustry to resolve its import problems. In 1961, the Kennedy admin-
istration successfully negotiated a short-term arrangement for
cotton. In 1962, this was expanded into a long-term arrangement.
In 1973, after three renewals of the LTA, the first multifiber textile
arrangement was negotiated successfully, largely at U.S. initiative.
In 1977, the MFA was renewed, again largely at U.S. initiative.
Both the LTA and the MFA are unique. No other American indus-
trial sector has been given such a GATT-approved derrogation from
international trading rules, and no other U.S. industry enjoys this
form1 of protection.

Second, we have negotiated under both the LTA and the MFA a
wide ranginf series of bilateral import restraint agreements with
the principal low-cost suppliers. Indeed, more than 75 percent of all
our textile and apparel imports are covered by these agreements.
No other American industry enjoys such a wide range of import
restraint agreements—either now or over the past 16 years. And
because of these agreements, since the first all fiber agreements
were negotiated in 1971 and 1972, imports from all sources have
actually declined. The peak year is not 1977 or 1978 in terms of
imports. The peak year was 1972, and annual imports since then
have not matched that peak.

Third, on overall terms, our textile and apparel tariffs are the
highest among developed countries, and the U.S. textile and appar-
el industry has the highest tariffs of any American industrial
sector.

Hence, Mr. Chairman, our demestic industry now enjovs three
levels of protection, either unique in themselves or greater than
any other American industry—the MFA, the 18 bilateral agree-
ments and 11 consultation agreements, and high tariffs. In addi-
tion, under section 503 of the Trade Act, the industry is not faced
with the propsect of cotton, wool, and manmade fiber imports
subject to textile agreen nts being granted duty-free treatment
uncfer the U.S. generalized system of preferences (GSP).

A brief comparison between market conditions in the textile and
apparel industry, including the terms of import restrictions under
the MFA, on the one hand, and market conditions of products
granted import relief under section 203, including the terms of that
relief, on the other hand, reveal some significant differences. These
differences include: Rate of growth in imports; import-to-consump-
tion ratios; trade balances; duration of relief; injury versus threat
of market disruption criteria for relief, and product specific versus
comprehensive application of relief.

Current items subject to import relief under section 202 include:
specialty steel, nonrubber footwear, color televisions, and citizen
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band radios. For the period 1972-76, the quantity of these imports
increased by the following percentages:

SPCIAILY SLE@L ..ottt e st etsta s e et srn e e e ae e eseatearanon: 35

onrubber footwear 13
Color television sets 115
CB PAAIOB.......ocvcvinicreeeieeeeiis e et es ettt s sbsstaat s s s esasbenesnnes somteseasensessasenn 2,030

During the same period the quantity of textile and apparel im-
ports decreased by 17.6 percent.

Imports as a percentage of domestic consumption in 1976 of these
items are as follows:
Specialty BLEel .........cccuvvvrviice sttt e 18.0

onrubber footwear

Color television sets
CB FAAIOB ......c.voveeeeeirieeeieee e eeere st te st etrre et ssrsbststassssbestassssns s bsseesssnse s enssaesessersseenes 89.0

At the same time the ratio of imports to apparent domestic
consumption of textiles ard apparel is approximately 11 percent.
Mr. Chairman, it is often asserted that textile and apparel im-
ports have increased. As I indicated earlier, this is not so since
1972. Even the American Textile Manufacturers Institute (ATMI)
in its estimate for 1978 projects imports in 1978 at lower levels
than 1972—6 years ago. It is also often asserted that hundreds of
thousands of jobs have been lost by textile imports. Actually, since
1966, employment has declined by only 76,400 and in 1978 has
actually increased some 12,000 over 1977. And, the mill sector has
en{;)y a surplus balance of trade for the last 4 years.
ut one could argue until the cows come home over import
figures, and still not convince anyone. What is important is if the
Government is responding to the legitimate requests of the indus-
try. The American textile industry has, thanks to the Carter ad-
ministration, toughe~ bilaterals than heretofore, a renewed MFA,
the offer of only very modest tariff reductions and a commitment
to help assure the long-term health and viab‘lity of the industry. It
is unreasonble for this industry to ask for still further protection,
for an exclusion frorn the multilateral trade negotiations (MTN)
which no other U.S. industry sector has.

In comparing textiles and apparel with other mandatory excep-
tions, it also should be noted that items granted relief under other
provisions of the Trade Act can expect that this relief will be
temporary, to be used as an aid to adjustment to competition,
whereas the textile industry has enjoyed protection for 16 years.
The most recently renewed MFA is under study already tfor an-
other renewal when it expires in 3% years, and the major bilater-
als just renegotiated have 5-year terms beginning January 1, 1978,
We expect these bilaterals to continue even after then.

Further, other excepted items have had to show that imports are
a substantial cause of serious injury or the threat thereof; the MFA
and bilaterals under it are based only on the less onerous test of
market disruption or the threat thereof. Finally, the other statuto-
ry exceptions are product specific in nature, while H.R. 10853
would exempt en entire industrial sector.

As a result of these significant differences, the administration
does not believe that textile and apparel items should be added to
the list of mandatory exemptions. We support the view cf the
drafters of the Trade Act that decisions regarding textile tariffs, as
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well as other unspecified import-sensitive product tariffs, should be
left to the discretion of the President.

I would like to take this ooportunity to record our overall strat-
egy in the MTN for tariffs affecting industrial products and show
how textile tariffs fit into that strategy. I believe it will indicate
that the administration has exercised its discretion reasonably and
prudently regarding textile and apparel tariffs.

The strategy behind our initial tariff offer was to foice other
countries to make equally significant offers and thus begin the
negotiation process at a meaningful level. We did this with the full
expectation that there would be adjustments downward in our offer
if we did not receive reciprocity from our trading partners, which
unfortunately to date we have not received. However, if we had not
made a meaningful offer to begin with, our chances of gaining
increased access for U.S. products in foreign markets would have
been made more difficult. An exemption for textiles and apparel
could only encourage other countries to take similar action not
only on textiles but also on many other items of exnort interest to
us, thus virtually nvullifying the chances for a successful MTN.

Had the agreed Swiss formula for initial tariff offers been strict-
ly applied to textiles and apparel, the average tariff for this indus-
try would have been cut by 60 percent. The United States chose not
to strictly apply that formula to textiles and apparel. Even under
our initial offer, the average textile and apparel duty was reduced
25.5 percent, or less than half the called-for reduction. Assuming a
10-year phasing in of the duty reduction, the average apparel duty
would be reduced about one-half a percentage poini per year. The
average mill product or nonapparel item would be reduced at less
than 1 percentage point per year. We are currently involved in the
final stages of the negotiations where further downward adjust-
ments in our offer will be made. Due to the confidential nature of
the negotiations, as you have noted, Mr. Chairman, I am not at
liberty to discuss our contemgplated adjustments in public.

Mr. Chairman, the administration has tabled a textile and appar-
el tariff offer in full awareness of industry’s opposition but, equal-
ly, in full awareness that a successful MTN will depend on each
trading partner’s limiting to the absoiute minimum the number of
industrywide exclusions or exceptions. No other trading partner
has refused to put textiles and apparel on the table, and we have
good reason to believe that had we refused to place textiles and
apparel on the MTN table, the chances for a successful MTN would
be enormously complicated.

Further, Mr. Chairman, the textile and apparel offer we did
table was extremely modest in comparison with other industrial
sectors. Textiles and apparel account for approximately 10 percent
of dutiahle trade, yet our initia! offer in this sector accounted for
more than 50 percent of the total exceptions and less than formula
cuts for the eitire industrial sector. Hence, in order for the United
States to meet the overall Swiss guideline on the tariff formula, we
had to offer deeper cuts in other industvial sectors to balance out
the lower cuts for textiles and appars:i.

This bill, {f passed, Mr. (:hairman. would unleash similar de-
mands from scores of other industries. The chances for a successful
MTN conclusion—a negotiation b«:ing entered into as a result of
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the Trade Act passed by Congress—would obvicusly be seriously
jeopardized. Our overriding national interest, as recognized by Con-
gress, is the overall liberalization of international trade—not just
the liberalization of trade into the United States but the liberaliza-
tion of trade from the United States to other lands. We believe that
our tariff offer fully balances the specific, legitimate needs of the
domestic textile and apparel industry while meeting the overall
objectives of the Trade Act.
r. Chairman, I thank ycu for this opportunity and I would be

pleased to take your questions.

Mr. Vanik. Before we move to questions, I am going to ask that
we might proceed with the testimony of Robert Shepherd. Then we
will address our questions to both Government witnesses.

STATEMENT OF ROBERT E. SHEPHERD, DEPUTY ASSISTANT
SECRETARY FOR DOMESTIC BUSINESS DEVELOPMENT, DE-
PARTMENT OF COMMERCE, ACCOMPANIED BY ARTHUR
GAREL, DIRECTOR, OFFICE OF TEXTILES, BURFAU OF RE-
SOURCES AND TRADE ASSISTANCE

Mr. SHEPHERD. | am accompanied this morning by Mr. Arthur
Garel, Office of Textiles.

Mr. Chairman, the Department of Commerce opposes enactment
of H.R. 10853 to amend the Trade Act of 1974.

This bill terminates the President’s authority to negotiate tariff
c?n%%sgions on items subject to section 204 of the Agricultural Act
of 1956.

We are opposed to this legislation because: It would exclude
cotton, wool, and maninade fiber textile and apparel products from
MTN consideratic1 for tariff reductions under section 101 of the
Trade Act of 1974.

A blanket exception of the industry from the tariff negotiations
could result in failure of the MTN.

An exception of this magnitade in the textile and apparel indus-
try would algo create an und:sirable precedent for other industries.

A major purpose of the Tokye round is to reduce duties and
other barriers which unduiv burden or restrict foreign trade. To
remove entirely textile and apparel products from consideration
would reduce the possibility of obtaining reduction in nontariff
measures affecting U.S. exports and the overall amount of tariff
reductions applicable to a broader spectrum of U.S. experts.

In accordance with the provisions of sections 131 and 135 of the
Trade Act of 1974, the interagency review to determine U.S. offers
in the MTN, which included consultutions with industry and labor
sector advisory committees, permitted interested elements of the
industry to submit detailed analyses and recommendations to the
Government.

As a res it of this review process, the U.S. offer in textile and
apparel tariffs has taken into full account the economic problems
in that sector, as well as the other measures, which the Govern-
ment has employed to address those problems. Moreover, as Mr.
Smith has already noted, we will, as we continue to review the U.S.
tariff offers, make revisions to them, and we will continue to take
into account additional information we receive on textile and ap-
perel products.
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Thus, in keeping with the spirit and objectives of the Trade Act
of 1974, we believe that all l\gl‘N tariff exceptions for potentially
import-sensitive items should be based on individual merit rather
than a blanket exemption. Only through such a process can the
interests of all concerned parties, be they industry, agriculture,
labor, consumers, or others, be taken into consider:tion and poli-
cies be devised which best serve the overall national interests.

Mr. Chairman, I would be haf%v to take any questions that you
might have at this time, and o appreciate the opportunity to
testify before this subcommittee.

Mr. Vanik. Thank you very much.

I would like to ask, Mr. Smith, which is more important in
determining the textile trade—quotas or tariffs? Isn’t it true that
tariffs are relatively insignificant in determining textile trade?

Mr. SmitH. Mr. Chairman, there are many different views on
this as to whether tariffs bite or not, or whether quotas bite or not.
Some would argue that if you have quotas, there is no need for
tariffs. However, our tariff position is done on an MFN basis, and
we do not have quota agreements with all countries which ship
textiles to the United States.

Others would argue, Mr. Chairmen, that there is no need to
reduce textile tariffs, particularly in the textile sector, because the
principal suppliers are low-cost suppliers, and that the tariff does
not serve as a barrier against them now, but aga.n, since our tariff
offer is based on an MFN basis, we do not cover all countries by
quota agreements.

Speaking personally, I think the two go hand in hand, but 1
think the quota program that we have, in terms of restraints from
low-cost suppliers, is the stronger of the two elements.

Mr. VANIK. Mr. Smith, on March 9, the subcommittee met with
Ambassador McDonald, and we discussed the idea of a snapback
provision in our textile and apparel tariff offers and he seemed to
be receptive to the idea.

What has happened in this area? Will the United States propose
a snapback on tariffs in the event of the end of the MFA or similar
agreements, and what would be your reaction to a bill that would
provide for a system of snapbacks?

Mr. SmiTH. Mr. Chairman, we did condition our initial offer on
the 23d of January to the effect that the U.S. offer on textiies is
conditioned on the maintenance of an international arrangement
regarding trade in textiles, and just before I left Geneva yesierday,
we were working on this problem. We recognize that there has to
be some sort of conditionality, if you will, on our textile and appar-
el offer. We are still trying to work out precise language in (veneva
as part of the negotiations.

Mr. VANIK. On that snapback issue, we probably don’t have so
much of a problem during this period, but what happens when the
MFA expires?

Mr. SmrTH. This is precisely why we want to look at this matter
very closely. We understand that the European Community in the
Kennedy round conditioned its cuts in coiton textiles on the main-
tenance of the then-existant LTA. So there are precedents for doing
so. We would like to look at the criteria, and we are actively doing
this now in Geneva, toc come up with a formula, words which have
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some element of automaticity and at the same time have some
element of flexibility.

Mr. VaNIk. Why did the bilaterals with Mexico collapse, and
what is the administration going to do to insure that the domestic
industry is not hurt by uncontrolled trade with Mexico? At what
point will we trigger unilateral restraints?

Mr. SmiTh. Mr. Chairman, the bilateral negotiations with Mexico
broke off because the Mexican position was far apart from posi-
tions I felt we could accept, especially in some six or eight catego-
ries. We have hopes of resuming those discussions in the late
sxllmmer, to which the Mexican Government has agreed in princi-
ple.

In the interim, we are monitoring closely imports from Mexico.
We have been in active discussions with the Mexicans in the last 2
weeks. We have sent formal diplomatic notes to Mexico, and the
Mexicans to my knowledge are cooperating in monitoring their
exports and are just as aware as we are of the danger of any surges
from the present import patterns and surges in their present
export patterns to us, which would require us to take unilateral
action. We have told the Mexicans that if there are surges from
present trade patterns, that we would be forced to take unilateral
action.

Mr. Vanik. ] have one final question.

The administration has argued that the system of bilaterals
makes concern over the tariff negotiutions less important. Mr.
Vargish of the National Knitted Quterwear Association however,
cites the example of the new bilateral with Colombia in which the
1978 textile quota doubles that of 1977, and there is a 7-percent
annual increase in the quota thereafter.

In light of this example, it would seem fair for the industry to
wonder about relief provi.led by bilaterals.

Would you care to comrment on that situation?

Mr. Smith. Ves, I would, Mr. Chairman. I am not personally
familiar with the Colombian negotiations as I was engaged in
another bilateral negotiation at that time. I don’t believe that we
doubled the quota for Colcmuian exports during those negotiations.
We have been particalarly sensitive to the problem of the knitted
outerwear .ndustry.

With Korea we have negotiated a standstill in 1978 and very
little growth thereafter.

With Taiwan we negotiated a rollback in the manmade fiber
sweater trade and a standstill in the manmade fiber knit shirt
trade.

We are very much aware of the problems which Mr. Vargish is
concerned with, and I think that we have spent an enormous
amount of effort to stabilize and, wherever possible, push back the
quotas in those particular products.

Mr. VANIk. Thank you very much.

Mr. Holland.

Mr. HoLLaNnD. Thank you, Mr. Chairman.

Mr. Smith, you stated that this offer laid on the table in Geneva
was designed to force our trading partners to take similar action.
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Has that approach created any degree of success in our current
ﬁggggiaticns? In other words, have our trading partners reacted in

Ing!

Mr. SMiITH. Not to our satisfaction, no, sir.

Mr. HoLLAND. Have they reacted at all?

Mr. SmMiTH. Yes, they have tabled offers in textiles and apparel.

Mr. HoLLAND. And it is not in your judgment acceptable reci-
procity?

Mr. SmiTH. At the present moment, sir, no.

Mr. HoLLAND. Do you intend to begin a process of withdrawing
these offers?

Mr. SmMiTH. We have made the statement, sir, that thcre will be
further downward adjustments in our offer.

Mr. HoLLAND. You consistently used 1972 as you': base.

Do you reject the notion that the world recession of 1974 may
son}’ewhat reduce the credibility of that base that you continue to
-,

Mr. SmiTH. Sir, I used 1972 because that is the first annual
pericd from which or before which we had a series of multifiber
agreements. The big four bilateral multifiber ments were ne-
gotiated in 1971, and so I used 1972 only as a reference period. I am
aware of the recession, and the fact that imports declined dramati-
cally in the 2 ycars thereafter, and that they have gone back up
toward a level approaching the 1972 levels, but they still are not at
1972 levels.

M. HoLLaND. You stated in your prepared testimony, you set
forth certain percentages on page 4. You stated that the quantit
of textiles had reduced by 17 percent during the same perioI

What abxut the penetration of the domestic market by these
reduced ¢uantities you ‘alk about? How does that calculate over
the 6-vear period?

Mr. Smrvn. I am sorry, I didn’t hear the first part of the ques-
tion, =ir.

Mr. Horranp. You have a list of percentages set forth here from
1972 te 1976 on quantity of imports, and you used specialty steel,
footwear, color television, CB radios. You say during that same
period the auanatity of textile and apparel decressed by 17.6 per-
cent.

What happened to the penetration of the domestic market
during that 6-¥ear period?

Mr. SmMrTH. To my knowledge, sir, the penetration of the domestic
market declined slightly in that time period.

Just let me consult for one moment.

We will give you precise data on that, sir. But what we are
saying is that the ratio of imports-to-domestic consumption is a
proximately 11 percent, and I think the actual figure declined in
1977, even from 1976. But the fact is that since 1972 through 1976
the quantity of textile and apparel imports declined.

Mr. HoLLanp. Could you provide that information fer the record
at some later date?

Mr. SmrTH. Yes, we wili be glad to. We will provide that, sir. We
have a chart which will Gerhaps show this more gra hicallg'.

This chart shows the U.S. apparent domestic market and produc-
tion in cotton, wool, and muanmade fiber textiles and apparel prod-
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ucts in millions of pounds. The dark blue is the domestic produc-
tion, and the gray is the apparent domestic market. The gray is the
total of the domestic production and imports which would equal
the apparent domestic market.

Mr. HoLLAND. Will a copy of that be availabie for the record?

Mr. SmITH. Yes, sir.

[The information follows:]
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Mr. HoLLaND. [ take it that purports to trace the pattern since
1972? I can’t read it from here.

Mr. SMrTH. I can’t see it very well from here, either.

Mr. HoLLaND. From 1967 to the present?

Mr. SmitH. From 1967; yes. Mr. Holland, you had asked about
import penetrations. Ratios of imports-to-domestic production vary
according to product concerned. Some have gone up and some have
gone down.

Mr. HoLLAND. I have information before nie that indicates that
in 1977 we had a $3.4 billion trade defizit, and in 1978 a $4.4 billion
trade deficit in the textile apparel synthetic fibers ares.

How do you explain that, in view of your statement that imports
have really declined since 1972?

Mr. SMITH. In my statement, sir, I said that imports declined
from 1972 to 1977. I think it is well known that the figures for the
first 4 months of 1978 show an increase in imports. I am not sure I
have all the answers as to why there was a surge of imports in the
first 4 months. We know that the rate of increase in the month of
May is beginning to decline. We anticipate, we certainly hope, that
the imports will stabilize and reduce as the year goes on.

We do know that the 1977 figures were perhaps artificially low
because in some of the textile products they were affected by the
dock strike on the east coast. There were rumors, to which I do not
necessarily give any credence, that the Far Eastern suppliers were
shipping also heavily in the first 3 or 4 months of this year to
forestall any adverse repercussions from what they thought would
be a dock strike on the west coast.

We also know that while our bilateral agreements with our
major = ppliers such as Hong Kong, Korea, and Taiwan permit no
carryorn r from 1977 to 1978 of unused quota, as a result, those
countries allocated significant amounts to their 1977 quota, and
shipped their quota in 1977, but which may be showing up in our
1978 import statisiics. It is a little early to draw conclusions as to
what will be the figure for 1978.

We have consistently said that we anticipated as the U.S. econo-
my improved, that 1978 imports would go up, as would domestic
shipments. I was interested to note that in the¢ June issue of the
ATMI Highlights, they indicate that domestic shipments also have
increased and are running at an 8-percent higher level than they
were in the period corresponding to April 1977.

Mr. HoLLAND. Mr. Shepherd, there was a great amount of talk I
believe one day at a meeting at the White House about all the
effort that was going to be put forth to knock down some of these
nontariff barriers erected by our trading partners. I take it from
what Mr. Smith has had to say and from what {ou heave had to say
today that there hasn’t been any progress at all in knocking down
some of these nontariff barriers.

Is that a fair staiement?

Mr. SHEPHERD. No; I wouldn’t say that, sir. You might think of
this in two ways. One is in context of the multilateral trade negoti-
ations in Geneva. These negotiations are actively underway. I am
not in a position to give a status report on where they stand right
now but we certainly have every hope that some significant prog-
ress would be made. '
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Mr. HoLLAND. I understood also that at that same meeting there
was going to be a great amount of activity to open up the market-
places around the world in textiles and apparel manufactured in
this country.

Would the same statement apply there?

Mr. SHEPHERD. We are working on that very diligently. I would
like to note that we have, in the case of a couple countries, tackled
specific issues. In the case of Israel we have succeeded in getting
the Israelis to change an adverse action they took with respect to
cotton fabrics. My associate, Mr. Smith, was very instrumental in
getting the Japanese to change their position on thrown silk yarn.
We have underway, as you know, in the administration, a Cabinet
level task force, an executive task force which is chaired by Aassist-
ant Secretary Frank Weil of the Commerce Depaiiment to exam-
ine the whole issue of what we can do as an administration ‘o
further and facilitate exports across the becard as well as with
textiles and apparel.

We have heen actively working on specific export projects with
several textile organizations. We will have a major mission going to
Japan this fall in which the textile and apparel industry will be
represented.

r. HoLLaAND. Under the present law, is the administration em-
powered tc apply a discriminatory tariff on textile and apparel
items relating to any specific country?

Mr. SHEPHERD. Just a moment. I would like, if I may, to just take
a moment on that.

Mr. SmrtH. In principle, tariffs are applied on an MFN basis. Of
course, if there is a countervailing duty action which has becn
taken, then I believe that is done on a discriminatory basis against
the country concerned. _

Mr. HoLLaAND. The reason I asked that is because ‘everybody
recognizes Red China as a potential threat to this domestic indus-
try in the very near future.

What I want to know is, if you go ahead with additional tariffs in
Geneva, as it relates to every other country, doesn’t it somewhat
weaken your approach in the event the projected threat from Red
China takes place?

Mr. SmitH. Congressman, tariffs on imports fromm China and
other Communist countries fall under column 2 of the tariff sched-
ule, not the MNF column 1 rate, and therefere do nct apply.

Mr. HoLLAND. But there would be something of a precedent 1n
o%r negotiations, if we ever get that far with Red China, wouldn't
it

Mr. SMitH. To give them MFN status?

Mr. HOLLAND. Yes.

Mr. SmitH. I really don't know what the precedentia: effect of
gra.ntinlgI MFN status to imports from the PRC would be.

Mr. HoLLAaND. Since there is such a huge threat, somebody
should start finding out, I should think.

Mr. SmiTH. Yes, sir.

Mr. HoLLAND. Thank you.

Thank you, Mr. Chairman.

Mr. VaNik. Thank you very much.

Mr. Vander Jagt.
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Mr. VANCER JAaGTt. Thank you very much, Mr. Chairman.

Mr. Smith, last month in a speech, I believe it was in Georgia,
you suggested that the number of apparel plants in the Nation
ought to be arastically pared back or cut in order to, I guess,
increase manufacturing efficiency.

Would you apply that same reasoning to textile plants as well w
apparel plants?

Mr. SmiTH. Sir, | believe I was misquoted. What I said in Atlantn
on June 21, was that one thing which had been suggested by the
Georgia World Congress Institute in a monograph which they had
published was that the number of employees involved in apparel
production, the average plant employmenc in apparel, was 59 per-
sons, and that they suggested that this might te too small to take
advantage of increases in productivity and efficiencies, centraliza-
tion of distributorship, use of computers, and better administration.

What I simply said to that body was that this may be something
they wished to discuss and to study further. I said very specifically
that I wou'd like to see the number of U.3. apparel firms doubleci
It would be a sign of vigor in the U.S. textile and apparel industry.
I just threw that out as a conjecture, as one of the things they
might wish to study in reeponse to the monograph which they had
circulated to all members, to all participants that morning.

With regard to textile mills, I don’t think the case is quite the
same. These are huge operations. They have to be huge for efficien-
cies of scale, and so I really feel, Congressman, that your quotation
was taken out of context.

Mr. VANDER JAGT. Mr. Smith, I think anyone in public life
knows that that can happen, and I am glad to make sure that the
record is straight. The quote prepared by our staff, since it appar-
ently was a misquote, I would like you to respond to it directly.
The newspaper account quoted you as saying U.S. apparel plants
“have to be pared down drastically in order to sharpen manufac-
turing levels. We need fewer plants, each with more employees.”

I gather that you were not calling for that at all.

Mr. Smiti. I would be glad to provide you the text of the re-
marks as I delivered them.

Mr. VANDER JAGT. And what you were suggesting was that you
wanted them to explore that possibility. You were not giving that
as a recommendation, but you suggested that they might explore it
as a possibility.

Mr. SMiTH. That is right.

Mr. VANDER JAGT. And you certainly wouldn’t even suggest that,
as far as textile plants are concerned.

Mr. SMitH. No, I didn’t. The matter of textile plants was not a
subject for discussion that morning.

r. VANDER JAGT. At least the news account didn’t even make
that mistake, and there was no implication that they were, and 1
am glad .0 know that it never was.

On page 5, Mr. Smith, you say, “The American textile industry
has, tganks to the Carter administration, tougher bilaterals than
heretofore,” and I understood in the conversation with Congress-
man Holland that there has been a tremendous increase in imports
in the first 5 months of 1978. If our bilaterals are tougher than
ever before, and we have a tremendous increare, it would be some
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indicaﬁion that maybe those tougher bilaterals are not working out
so well.

Would you care to comment on that?

Mr. SmrtH. Yes, I would, sir.

First of all, we don't cover the whole world with our bilateral
agreements. We cover roughly 75 percent of the trade coming in,
and lt.hat obviously i3 concentrated in imports from the low-cost
suppliers.

e have had substantial increases of exports to the United
States from Japan in the yarn area, for example, a product which
has not been specificaily covered since 1975 as part of an amend-
ment to the Japanese bilateral, which was negotiated on the advice
of U.S. industry. There also has been a substantial increase in
textile imports from EuroKe, with which we have no bilateral
agreement. We never have had a bilateral agreement with a Euro-
pean exporter, except in one case concerning corduroy velveteen
with the Italians, and there also have been increases in imports
from the People’s Republic of China, with which we have no bi-
lateral agreement on textiles.

There is no ducking the question, however, that there also have
been increases in imports from the countries with which we do
have bileteral agreements, and with which we lLicve renegotiated
our bilat.cal agreements. However, we think it is a bit premature
to say whether the bilaterals which went into effect on January 1,
1978, are proving inadequate.

For example, in the case of Hong Kong, since the U.S. Govern-
ment, in the administration of its textile and apparel restraint
agreements, bases its figures on date of export and not date of
import, which are the figures which are seen first l?' the general
public, we note, for example, in Hong Kong for the first 4 months
of 1978 that actually 53 percent or 52 percent of those imports
received in the first 4 months were actually exported—allocated
and exported in 1977 within their quots, which was perfectly legiti-
mate.

Mr. VANDER JAGT. I think you have a legitimate point, that we
cannot draw a finalized conclusion about the impact of tougher
bilateral agreements that become effective only in January of 1978,
but I also appreciated your candidness in saying that, in spite of
the fact that some of the imports are outside the range of the
bilateral agreements, I think your words were, but there is no
ducking the fact that we do have a serious problem in the first 5
months of this year, even within the area covered by the bilateral
agreements.

I also noted the increase of the 25 percent that is outside. Wheth-
er it is inside or outside, there is no question that a reduction in
tariffs would compound the problems that you have, both within
the bilateral agreements and outside, woul(zm’t it, in terms of not
having a flood of imports?

In your answer you listed a whole series of problems that we
have, but certainly to the ex.ent that they are problems, as you
outlined them, those problems would be compounded by a reduc-
tion in tariffs, would tgey not? It wouldn’t be made easier?

Mr. SMITH. Again, sir, I think you have to look at the products
concerned, the countries which are covered by quotas, and those
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which are not. In our initial textile and apparel offer, we have put
forward a number of exceptions on products which are higgly
import impacted, primarily by low-cost suppliers, so they would not
be getting any tariff reduction under our initial offer proposal. But
as Mr. Shepherd said, we feel we should do this on a product-by-
product basis.

There are other portions of our textile and apparel offer which
cover all of U.S. Tariff Schedule 3, which covers more than just
cotton, wool, and manmade products which we don’t produce in the
United States, on which we have offered the full formula tariff
reduction: for those products.

Mr. VANDER JAG3. I realize that product by product there are
many :efinements, -'nd it is hard to talk in general terms, but
unfortunately my t.me is already expired, and when we only have
5 minutes, it is helpful to us to talk in general terms, and I am not
certain, at least in general terms, that I have an answer to the
question that I asked before, and so let me lay a little more
background for it.

On the chart that you have supplied, it does show the domestic
industry having a substantial share of the market, and in relation
to 1972, for a whole variety of reasons that were earlier discussed,
the situation in terms of just the domestic market looks pretty
good. But what your own chart does show is that imports are
growing far more rapidly than the total market, and that is com-
pounded by the first 5 months of this year, which the churt doesn’t
even represent.

In your testimony you have listed a number of problems that I
think, sometimes with great skill, you are trying to address that
problem, th:t imports are flooding and growin%

My question to you was, in all of these problems, and in coping
with thiem, wouldn’t a reduction in tariffs in general terms make
your prol:!ems more difficult rather than less difficult?

There may be other overriding reasons that you are willing to
cope with that difficulty, but it seems to me a very simple question.

Mr. SmiTH. I think, re%arding Kour last point, that there are also
obviously overriding problems which I alluded to in my statement.
However, ! am not certain, sir, that reduction in tariffs would
complivate our sroblems with quota countries. As I tried to sa
earlier, | am not sure, for example, that a 30-percent tariff or a 20-
percent tariff on some item of apparel coming from Korea will
make the difference between whether they ship their quota in that
particular item or not.

Mr. VANDER JAGT. My time is way pass expired, and I dcn't
meen to prolong this, but let me take just one more crack at it, and
correct me if this is wrong.

We nave lost, under your testimony, at least 76,000 jobs in the
textile industry in the past decade. Imports are increasing, so we
do have a domestic problem, and though a reduction in tariff might
make the problem more difficult to cope with, because of a whole
variety of other reasons, that difficulty is something that you are
willing to live with.

Have I accurately ssimmarized your position?

Mr. SmrtH. I woulu say, sir, we feel we can handle that problem.
We feel that what we are offering in our initial offer, and where
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we probably will come out at the end of the day, is so minimal that
the risk that you and I are talking about is minimal, and that
where we offered significant cuts, there was or is little sensitivity.

Mr. VANDER JAGT. Thank you very much.

Thank you, Mr. Chairman.

Mr. VaNIK. Mr. Jenkins.

Mr. JenNkiInNs. Thank you, Mr. Chairman.

Mr. Smith, let me get down vo basice. to see if I can understand
what you are alluding to.

First of all, what is the big push a. this particular time for the
MTN and for the negotiations? Whst is our advantage?

Mr. SmrTH. I wish I had Ambassador Strauss here to answer that
one. I don't mean to dodge the question. I am fortunately or unfor-
tunately just a textile man, but we do have an objective of trying to
have a successful MTN, which is in two phases—one on the tariffs
side, and one which is equally impnrtant and should not be forgot-
ten, on the nontariff barrier side.

We are seeking to enhance our ability to expand trade in the
international market. We are also seeking, as Ambassador Strauss
has said, “fairer rules for freer trade.”

Speaking about textiles, Mr. Jenking, we feel that there is a
place for us in the export market. ¥e don’: pretend to think that
we will become the next Hong Ecug, in terma of exports of textiles,
but with relatively little effort at the present :i,oment, and despite
very significant nontariff barciers against us, e export more t
$2r§illion worth of textiles and apparel, and we think that part of
the MTN exercise, especially in tie ™TB area, should give us
hopefully greater access into {22 mariets waere we can expand,
where we think we can and should expand our exports.

Mr. JENKINS. | understand our hopes for expanding exports. Ev-
eryone agrees that we have great expectations and great hopes. Let
me phrase the question another way.

at is the disadvantage of saying,Now let’s hold this thing up
a little while? We are at a bad strategic time in our doemstic
situation, with a $30 billion trade deficit, approaching even more
than that.”

Wl;at is the disadvatnage of simply slowing down the negotia-
tions?

Mr. SmiTH. Sir i don't feel ¥ am qualified to comment on that. I
believe that it has been the decision of the principal trading coun-
tries in the wor!u that we must move ahead in trade liberalization,
or face an irrsversible trend in the opposite direction which could
kill our exports.

Mr. JENKINS. It seems it is only we who are doing that. Who else
is pushing for this?

r. SmiTH. Well, sir, there is a large number of nations in
Geneva at the present moment, some 98 whose representatives are
taking the same or similar stands.

Mr. JENKINS. Are they laying anything on the table? Are they
giving us anything?

Mr. SmrtH. They have laid things on the table, and they are
offering concessions.

Mr. JENKINS. 1 would like to hear of those concessions. It seems
to me that we are going hell-bent as fast as we can to open up our
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domestic front for them. I can understand why they want us to
liberalize our market over here. I want to know what we are
getting in return.

Why can't we wait 12 months? Why do we have to meet a July-
August deadline? I don’t understand the rush.

Mr. SmitH. I don’t think this has been a particularly hasty
process. The Tokyo declaration was issued in September 1973, and
we have been working, some would say, too slowly, but nonetheless
we have been working steadily toward trying to bring this to a
close, with all proper consideration of the issues. But I would say
equally that if we have got—this is my persc.,~” npinion—if we
have a growing trade deficit, then one thing we nught to do is try
to go out and reduce that deficit, and one way to do that is to go
out and sell more, and to do that we need to get rid of some of the
barriers that preclude our selling.

Mr. JENKINS. Let me ask you this: What are the three major
areas that are causing, as far as imports are concerned, that are
costing us the greatest trade deficit? Oil is one.

Mr. SmitH. Commerce Department figures released last week
show that the first was machinery, the second was transportation
equipment, and the third was oil.

Mr. JENKINS. You are speaking of manufactured goods, which
includes textiles, or does it?

Mr. SmitH. I don’t think that in the first three items listed by
the Department of Commerce textiles fell into either the machin-
ery or the transportation equipment or the oil categories. I was in
Geneva, sir, when I saw that in the newspaper, but I believe that
the Commerce figures released last week by the Commerce indicat-
ed that machinery was the No. 1, at the current rate, cause of our
deficit, if you will, transportation and related equipment ‘#as No. 2,
and oil, No. 3.

Mr. JENKINS. So oil has dropped to No. 3. We can’t lay all of our
problems to oil now.

Let me ask you, when you were giving Mr. Holland the figures of
imports, comparing the last 4, 5, or 6 years with 1972, I believe,
what about the value of imports? They have constantly gone up,
have they not, in the textile field?

Mr. SmiTH. You asked as to the value of imports?

Mr. JENKINS. Yes.

Mr. SmiTH. Have they gone up?

Yes, the value of imports has gone up, and the value of exports
ha: gone up. There is obviously an inflation factor here, and it has
also gbeen true that since the United States embarked on its quota
restraint programs, and especially since 1971 when we negotiated
multifiber agreements, those countries under quota have tended to
shift from the lower value items to the higher value items.

Mr. JENKINS. My figures indicate that the 1978 estimate, as far
as textile and apparel imports, a value increase from 5.9 to 7.2 in
the 1978 estimate. The thing that bothers me, that you are using
1972, and I heard your explanation as to why, but, of course, you
have to recognize, or don’t we have to recognize, that we had a
terrible recession during the interval and therefore obviously the
marketplace here would not be as good as it would have been in
1971 or 19727
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Mr. SmrrH. Well, sir, with regard to the value, we would be glad
to provide you with specifics. I believe we have provided this sub-
committee before with statistics on value added. We can provide
this in both current and constant dollars with regard to value.

Mr. JENKINS. It appears to me that the figures for the first few
months of 1978 are so high, reflecting an obvious increase of sig-
nificant proportions, that this may be primarily because the econo-
my is just now beg'innin% to get back to where it ought to be; that
during 1973 and 1974, there simply was not a market as there is
today, so your figures may not truly reflect, iake into considera-
tion, this dowr.srading of purchasing power during the mid-1970’s.

Mr. SmitH. | don’t have a problem with that, sir. I think our
economy, as we used to say at least when I first came into the
textile business, that textiles were the classic case of FIFO, first in
and first out, first into recession and first cut of recession.

I don’t know if that is true. I have made no study on it myself.
But I think it is true that as our economy rebounds from the
recession levels, that both domestic production and imports in-
c'ease.

Mr. JENKINS. You answered a question a few moments ago, as far
as how the bilaterals, the new bilaterals, are operating. I notice
from the information that I have from the report of the subcommit-
tee that half of our imports come from just four countries with
which we have bilaterals, and that is Hong Kong, Japan, Taiwan,
and South Korea.

Now we have entered into new bilaterals already, I believe, with
Hong Kong, South Korea, have we not?

Mr. SmiTH. That is correct, and Taiwan.

Mr. JENKINS. And Taiwan.

So if half of cur imports come from these three countries, and if
we have new bilaterals that ought to be operating properly, why
are we getting such a tremendous increase in 1978?

Mr. SmiTH. I tried to refer to at least part of the reason. As I say,
we don’t have a full analysis of this at present because there is
always a lag between import figures, between the shipments and
the import figures. It is true that probably close to 60 percent of
our total imports come from the four suppliers you have men-
tioned, and probably close to 50 percent or a little less from Hong
Kong, Korea, and Taiwan. But as [ also tried to indicate, we believe
that there was substantial, perfectly legitimate and legal allocation
and shipment of what might have been otherwise unused quotas in
the last 3 months of 1977 by those three suppliers, and as I say, we
have always judged performance reports of those countries on a
date of export basis. Even if the import comes into the United
States 4 or 5 months after the previous agreement year, it is
charged as to the time it was exported from that country, and we
are seeing a large amount of that.

er JENKINS. So we can tell better toward the end of the year,
really.

Mr. SmitH. Yes, sir.

Mr. JENKINS. So why shouldn’t we delay a little while on this
MTN to see how we are really operating?

Thank you, Mr Chairman.

Mr. VANIK. Mr. Frenzel.
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Mr. FRENzZEL. Thank you, Mr. Chairman.

I would like to thank both of our wiinesses for their excellent
testimony.

You indicated that we export $2 billion worth of textiles.

What is the apparel and textile balance deticit for the most
recent year?

Mr. SMiTH. What is the deficit in apparel, sir?

Mr. FRENzZEL. In apparels and textiles for the most recent year. I
guess I have it here.

Excuse me, it indicates, at least in my figures, that the textiles
exports and imports are almost a wash, and that the deficit occurs
mostly in apparel.

Is that somewhere near correct?

Mr. SMITH. Yes.

l\‘;lr. FRENZEL. So we really have two different problems, don’t
we’

Mr. SMITH. Yes, sir.

Mr. FRENZFL. And that the United States has relatively modern
plarts with respect to textile production and is pretty well posi-
tioned for the coming decade. But in apparel we are subjected to
great difficuliies because of labor cost variations.

Is that the prircipal?

Mr. SMmiTH. Yes, sir, I think it is safe to say that the American
textile industry, the mill sector, is the most efficient in the world,
or to put it another way, no country is more efficient than we are
in the mill sector. In the apparel sector, which is equally efficient,
there are substantiai differences in labor costs between us, let’s
say, on the one hand, and Taiwan on the other.

Mr. FRENZEL. S0 we are really talking about two problems in-
stead of one problem.

Mr. SMITH. Yes.

Mr. FRENZEL. There are two completely different issues.

Mr. SmMiTH. And we tried to take this into account in our MTN
textile and apparel offer reflecting that difference, as well as in the
bilateral agreements that we negotiated.

Mr. Frenzie;. How do our tariff rates on apparel and textiles
compare witl. < hose of our trading partners?

Mr. SmirtH. Which trading partners are you speaking of?

Mr. FrReNzEL. The EC, Japan.

Mr. SmitH. Ours are significantly higher, sir.

Mr. FRENZEL. And they have been s0?

Mr. .SMITH. Yes, sir.

Mr. FReENzEL. And | suppose the difference is that our markets,
while we may have higher tariffs, are more accessible probably
than theirs?

Mr. SMiTH. With resnect to nontariff barriers, yes, sir.

Mr. FReENZEL. And the reason that you are resisting our col-
leagues’ bill is that our peolple felt they simply could not continue
or complete negotiations unless we put something on the table with
respeci to textiles at the request of the other parties in the bar-

aining agreement, and there was no way we could resist that if in
%act we wanted to make an overall agreement?
Mr. SMmiTH. Yes, sir.
Mr. FRENZEL. And you are still of that opinion?
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Mr. SMrITH. Yes, sir.

Mr. FreNzEL. Do you speak at all about the problems of adminis-
tering quotas? Has that got anything to do with your area of
endeavor?

Mr. SmitH. Happily, sir, that is Mr. Shepherd’s respensibility.

Would you like to ask the question of hir ?

Mr. FrenzEL. | would like to pursue that just a minute.

Is it as difficult an administrative task as I have been led to
believe tc adminster the quotas?

Mr. SHEPHERD. Sir, I don’t know what you have beea toid, but,
yes, it is equally difficult.

Mr. FrReNzEL. It is, of course, an exception procedure within the
customs process, and it seems to be done by hand as against the
normal computer application. It seems to me it must cost about as
much for each shirt as the shirt is worth to get it through that
cumbersome process.

Mr. SuEPHERD. I wouldn't think the cost is that high. We must
monitor 18 agreements and must control these agreements for both
textiles and apparel. This involves the Customs Service, and the
Commerce Department as well as members of the other agencies
who are involved in the implementation process.

I sense where your question is going, but I would say; no, it
probably doesn’t cost as much as the shirt is worth. But, it is an
involved process.

Mr. FrenzeL. | thank you.

Getting back to Mr. Smith, then you feel that it would be diffi-
cult to complete an international negotiation if we announced an
unwillingness to go ahead and make at least some movement in
apparel and textiles?

Mr. SMITH. Yes, sir.

Mr. FrenzeL. Thank you very much, Mr. Chairman.

Mr. VaNIk. Mr. Steiger has a question or two.

Mr. SteiGER. Thank you, Mr. Chairman.

Could I ask, I suppose, either Mr. Smith or Bob Shepherd, one or
the other of you, how does the safeguards impact on textiles im-
ports-exports? Where are we going and what effect does the safe-
guards code have?

Mr. SmiTH. Sir, the position of the United States Government is
that whatever code is agreed to at the MTN on safeguards will not
impinge on the MFA. That may be an awkward way of saying it.
Our position has been that the MFA has been a GATT-agreed way
of handling the textile and apparel problem for those participants,
and that the safeguard code must recognize this, and that whatever
is agreed on safeguards is done so without prejudice to arrange-
ments such as the MFA.

Mr. STEIGER. Go through that again, Mr. Sraith, because I am not.
sure that I heard you.

Are you saying, and does the Earopean Conrnunity agree with
that position, that a safeguards code will noi apply o the multi-
fiber agreement?

Mr. SmiTH. Yes, sir.

Mr. SteiGeEr. Fascinating. | didn't get that message from the
Community i:: their effort to achieve selective safeguards.
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It is fairly clear, is it not, that France and Britain, both in their
very real push to get a unilateral selective safeguard procedure,
not a multilateral selective safeguard, but rather one that is to be
imposed unilaterally, believe that textiles will be the first target.

Where did I misread the Community?

Mr. SmrtH. I don’t know. Sometimes it is rather easy to misread
the Community. I have been caught a couple of vimes myself, but
as | understand it, sir, in consultations with the people in Geneva
on our side who are negotiating the safeguard codes, that there has
been agreement, if you will, that items such as the MFA are not to
be prejudiced by the safeguard code.

ou have to remember that while I am no expert on the safe-
guards code and the element of selectivity and unilateral selectiv-
ity, that the MFA criteria eve different than the criteria, as I
understand it, which are proposed in the safeguards code.

We have not the element of serious injury in the MFA as in the
safeguards code, as I understand it. We have the element of market
disruption, which is different.

Mr. Steni=r. But it would be fair, would it not, to presume that a
Sﬁgfggards code could be applied against nonsignatories of the

Mr. SMmiTH. Yes. Again you catch me out of my bag somewhat.
You have that right unde:- the MFA. You can take article III
action against any signatory or nonsignatory of the safeguard code.

Mr. STEIGER. Yes, you can take article IIl action, that is correct.

Mr. Smrtd. Right, which is unilateral action.

Mr. StEiGER. ] will ponder that because, as I say, I got a very——

Mr. SmrTH. I would like to ponder it too.

Mr. STEIGER [continuing]. Distinct impression from our friends on
the other side that they were not approaching it from quite the
same position as you have just stated it.

My understanding at the moment is that Hong Kong is clobber-
ing us. What are we going to do about Hong Kong?

r. SMiTH. Clobbering us where?

Mr. STEIGER. In textiles, in terms of a substantially increased
gate of imports to the United States or exports to the United

tates.

Mr. SmitH. QOur initial analysis, sir, is that that is not so. If 1
understand—I haven't seen the figures for a couple of weeks—if I
understand it correctly, we have made an analysis of their spacing
of shipments under the new agreement. As you know, they work
under an export authorization system in which t}.:y must notify us
every week of exports in categories not having specific limits. But
if I could, sir, rmaybe I could ask Mr. Garel, who is responsible for
the day-to-day implementation, if he could answer that question
more precisely than 1.

Mr. STEIGER. Mr. Garel.

Mr. GAREL. Most of the imports we are receiving are from the
three major suppliers. Their spacing is just about on target; that is,
the big increases that we appear to be receiving from these coun-
tries are from the last agreement year. The analysis that we have
made indicates that we received much more from these countries
that was shipped out in the last few months of the previous agree-
ment yeuar than we received in previous years. This amount is
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running two to three times higher from the last agreement year in
this celendar year than we would ordinarily have received.

Mr. STEIGER. Two to three times higher?

Mr. GAReL. Pardon me?

Mr. STEIGER. Two to three times higher?

Mr. GAgeL. Yes. For example, of the imports from Taiwan in the
first 4 months of this year, 92 million yards were exported last year
and are chargeable to last year's agreement. This compares with 35
million yards received during the first 4 months of last year that
were chargeable to the 1976 agreements. The imports in the first
few months of the year are showing up higher, but they are not
actually higher in terms o the agreements. Because of this, there
should be some slight slowdown toward tite end of the year, in
terms of how they are shipping so far this year, under the present
agreement.

Under this year's sgreements, they are not shipping at a faster
rate than they should be shipping.

Mr. STeIGER. But they are still shipping at a significantly higher
rate than they did last year?

Mr. GAREL. I am not sure that-——

Mr. SmitH. We haven't gone that far back, sir, because we
changed category uystems effective January 1, 1978. So we would
have to go back and lcok at their shipment rates from 1976 into
1977, the last few months of 1976 into 1977 under a translated, if
you will, category system which would equal the new category
system and compare it with the shipments which they are shipping
to us which we are receiving in 1978 but were shipped to us in
1977,

There was a complication in this matter, that is, that our agree-
ments with Hong Kong and Korea went through September 30 of
1977. We had to extend the agreements 3 months so that we could
phase in, into the new category system, on January 1, so there are
some aberrations. But our first analysis is that*, as far as Hong
Kong shipments beginning January 1, 1978, under the new agree-
ment, that there has been no significant departure from their
previous shipment patterns for the same period, let’s say, in 1977.

Mr. SteiIGER. What is going to happen in terms—perhaps some-
body asked this, Mr. Chairman, and if they did, I will pass and that
will be the lwst question—what do we see happening in terms of
China, the People’s Republic of China, and at what point will
controls on exports from the PRC be established?

Mr. SmitH. The matter of shipments from the People’s Republic
of China, I think it is safe to say, in this public session, is recziving
very high level attention within the U.S. Government. I personally
have discussed this with Ainbassador Strauss. I believe it has been
discussed elsewhere withir the various agencies of the U.S. Govern-
ment at very high levels. We recognize the problem.

Mr. StriGER. You have discussed it.

The question is, what are you going to do about it?

Mr. VaNIK. We have been discussing it since 1973, haven't we? It
is about the saine answe:> we have always had.

Mr. SMmiTH. Yes, Mr. Chairman, I recognize that. The Committee
for the Implementation of Textile Agreements has, on several occa-
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sions, made recommendations to previous administrations to take
appropriate action. Nothing was acted on.

For a while in 1977 actual imports from the PRC were declining.
They have been going back up recently, and we have, shall I say,
put that issue on the front burner.

Mr. VaNIK. It has simmered a long time.

Mr. SMITH. Yes.

Mr. VANIK. Sometimes on the back burner, sometimes on the
front burner,

What I hope we will do is put a cap on it at some point, forget
the simmerin%.v

Mr. SMmITH. We are well aware of that, Mr. Chairman.

Mr. SteIGER. Thank you, Mr. Chairman.

Mr. VaNIK. Thank you very much.

I want to express our gratitude to you, Mr. Smith and Mr.
Shepherd and your associates, for being here. I know Mr. Smith
and Mr. Shepherd flew in from Geneva to be at the hearing. We
hope you get right back and take with you some of the reactions of
the subcommittee. We certainly appreciate that.

Thank you very much.

Mr. SmiTH. Thank you, Mr. Chairman.

Mr. Vanik. Is Congressman Cohen here? Bill, we are very happy
to have you with us. We will be happy to have your statement.

STATEMENT OF HON. WILLIAM S. COHEN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MAINE

Mr. CoHEN. Thank you. I can see the sun has been shining just
as intensely in Wisconsin and Michigan as it has in Maine.

Mr. VaNIK. It did not shine in Ohio. We just have recalls.

Mr. CoHEN. It seems to me that the issue before this committee
is one of preventive medicine. We have the chance to insure the
health of the domestic textile industry. There is no doubt that this
sector is worth saving. It is one of the Nation’s largest employers.
especially of the economically disadvantaged. The textile industry
is also one of the Nation’s most competitive sectors. But if we do
not act firmly we may be administering the poison which leads to
the industry’s demise.

I would like to share some facts about the textile industry in my
own State of Maine. Four years ago, the Maine textile industry was
in serious trouble. Close to 9,000 textile workers—more than 5
percent of Maine's work force—were officially unemployed. At
many mills, layoffs totaled more than 90 percent. Some mills
moved out of the Scate. (Xhers did not make it that far; they went
bankrupt.

No one could blame all of the troubles of 1974 on textile imports.
It was a recession year, to be sure. But every é)lant manager in
Maine with whom I recently :mmunicated said that textile and
apparel impcrts, combined with barriers blocking American ex-
ports, were %‘;' far the largest factor.

Fortunately, many of the Maine mills and their employees pulled
through that year. But they did so only at tremendous cost—to
themselves and to the taxpayer. Unemployment insurance pay-
ments for out-of-work textile employees ran into hundreds of thou-
sands of dollars in Maine. Just one firm, which had lost halt its

32-859 O -8 - 4
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equity, needed over $1 million to restart its operations. Even with
the strict criteria imposed by Federal programs, it was granted its
full readjustment asistance request by the Economic Development
Administration.

The people of Maine do not like to complain. Frankly, I do not
get hundreds of letters each day criticizing textile imports. But
despite the recovery from 1974, the textile business in my State
remains in a precarious position. Unemployment among textile
workers is about twice that of Maine's economy as a whole. Firms
in my district must invest millions each year, more than half their
annual revenue, in new machinery that will allow them to manu-
facture products that do not have to compete with foreign textiles.
This last phenomenon is all the more amazing when managers in
Maine report that investment would be even greater were it not for
the threats of increased imports. And one company claims that it
lost more than a half million dollars in revenue because of trade
barriers blocking American textiles and apparel from Europe and
South America.

The statistics for the first 4 months of this year show that textile
imports have increased ba one-third over the same period last year.
This rapidly increasing flow of imported textiles makes me ques-
tion whether we are headed for another 1974.

In the face of this evidence it is profoundly ironic that the
President’s Special Representative for Trade Negotiations, Robert
Strauss, is considering proposals to lower rather than raise the
level of protection for the American textile industry. This body has
the opportunity to remove textile tariffs from discussions at the
Geneva trade negotiations. I urge it to do so. Moreover, we must
remind the President to conclude bilateral agreements with na-
tions whose exports are not currently subject to regulation. Finally,
in order to stem the wave of geometrically increasing imports
which is dislocating our economy, it may be necessary to encourage
the administration to renegotiate the bilateral agreements with
those countries whose exports have grown most quickly.

We are all taught to honor the concept of free trade. But we
would be fools to blindly worship before an altar of simplistic
comparative advantage. Markets are imperfect. Gross instabilities,
such as are now occurring in the textile industry, lead to their own
inefficiencies and impose severe hardship on thos least able to
bear it—the minorities and women who make up a disproportion-
ate share of textile workers.

The textile industry is highly complex, but each of its subdivi-
sions shares a problem: imports. I seems to me that if we were to
carefully study the final costs of permitting increased textile im-
ports we would vote to maintain or increase tariff levels, rather
than wait for the crisis to come. For by then, the only thing to do is
to pay the funeral bill.

Mr. Vanik. Thank you very much, Mr. Cohen.

Mr. Holland.

Mr. HoLLAND. I want to thank our colleague for this excellent
statement. It places emphasis on an area which we have had
difficulty focusing attention, that is, that this is a national prob-
lem. It is not a problem confined to the Southeastern part of the
United States; it impacts the entire national economy. And we are
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grateful to you, sir. for bringing this excellent statement in and
assisting us in trying to give a little preventive medi:ine, as you
put it, to what we think is a misguided area of our trade policy.

Mr. CoHEN. Thank you, Mr. Holland.

Mr. VANIk. Mr. Vander Jagt.

Mr. VANDER JAGT. Thank you, Mr. Chairman.

I would like to join in commending our colleague in putting the
problem into perspective in a few well-chosen words. Very well
done. And also to commend my friend for recognizing that sun-
shine floods into Michigan almost as abundantly as textile imports
flood into the American economy.

Mr. VaNIK. Mr. Jenkins.

Mr. JeENKINS. Thank you, Mr. Chairman. I, too, would like to
compliment our colleague for a very well prepared statement. I
think he places the entire dilemma that we are in in proper
perspective. What we are talking about is the survival of one of the
most basic and important industries of the entire country, not just
one portion of the country, and I thank you for your statement.

Mr. VaNik. Mr. Frenzel.

Mr. FrRenzEL. Thank you, Mr. Chairman. I would like to thank
the witness, as well, for giving us all the fastballs and slow curves
this morning, and thank him for his excellent testimony.

Mr. Vanik. Thank you very much. We very much appreciate
your statement before the committee.

Mr. CoHEN. Thank you, Mr. Chairman.

Mr. VANIK. We now have the manufacturers’ and producers’
panel. You may take your chairs at the panel table. Mr. Small,
president of the American Textile Manufacturers Institute, also
representing the American Yarn Spinners Association, National
Association of Hosiery Manufacturers, National Knitwear Manu-
facturers, the National Wool Growers Association.

The American Apparel Manufacturers Association, Mr. Blitch,
member of the board of directors.

The National Cotton Council, Mr. Mann.

The National Knitted Quterwear Association, George Vargish.

The Northern Textile Association, Mr. Kenneth V. Chace, and
William F. Sullivan, President of Berkshire Hathaway.

The Clothing Manufacturers Association of the United States of
Ameritia, Mr. Chester Kessler, accompanied by Bernard Ferster,
counsel.

The Work Glove Manufacturers Association, Earl S. Rauen,
president, and Paul Schulz, executive director.

The Cordage Institute, Mr. Robert J. Keefe, executive director.

The Man-Made Fiber Producers Association, Maurice Winger.

And the Textile Distributors Association, Mr. Irving Kaplow, the
chairman of the board.

We will proceed in the order in which I have announced the
membership of the panel, and questions will occur after the com-
pletion of all of the testimony of the panelists.

Mr. HoLLaND. Mr. Chairman, I am advised that My. Small is

oing to make a statement, rather comprehensive and somewhat
%onger than the other members of the panel, so I would ask unani-
mous consent that he be given 10 minutes instead of 5.
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Mr. VANIK. Is there any objection? I see none. We understand
that. We will be very happy to accommomdate the full testimony
glxatSMr.uSmall has in mind. We will proceed with the testimony of

r. Small.

STATEMENT OF ROBERT S. SMALL, PRESIDENT, AMERICAN
TEXTILE MANUFACTURERS INSTITUTE, ALSO REPRESENTING
AMERICAN YARN SPINNERS ASSOCIATION, NATIONAL ASSO-
CIATION OF HOSIERY MANUFACTURERS, NATIONAL KNIT-
WEAR MANUFACTURERS ASSOCIATION, AND NATIONAL
WOOL GROWERS ASSOCIATION, ACCOMPANIED BY WILLIAM
KLOPMAN, CHAIRMAN, INTERNATIONAL TRADE COMGIMITTEE,
ATMI

Mr. SmALL. Thank you very much, Mr. Chairman, and Congress-
man Holland and other Congressmen present.

I am Robert S. Small, president of the American Textile Manu-
facturers Institute, and chairman of the board of Dan River, Dan-
ville, Va. With me today is William Klopman, chairman of the
International Trade Committee, ATMI, and chairman and chief
executive officer of Burlington Industries.

I should like to summarize my remarks, and as Congressman
Holland has indicated, the National Wool Growers, the American
Yarn Spinners, the National Knitwear Manufacturers, and the
Clothing Manufacturers have yie:ded their time to me today, and
with your indulgence I will exceed the 5 minutes allotted.

I rsquest that the full text of my testimony be placed in the
record.

However, on behalf of the inc istry and labor represented here,
we welcome the opportunity to submit additional comments at the
cor.clusion of the hearings.

. am here today on behalf of the textile mill products sector of
the U.S. fiber-textile-apparel industry. The members of the ATMI
account for 85 percent of the yarn, fabric, and household textiles
produced in U S. textile mills. We greatly appreciate the opportuni-
ty to appear to testify in support of H.R. 10853 and other bills
ide:itical to it which have been introduced by 168 Members of the
House. That this legislation has received such overwhelming and
geographically widesgread support is a recognition of the major
role played by the fiber/textile/apparel industry in the American
economy.

This industry stands at the precipice as never before in its
almost 200 years of service to our country. A train of events has
been set in motion in Geneva by our Government which, unless
stopped by Congress, will place our industry’s future in serious
jeopardy. The Geneva trade negotiations are targeted to cut sub-
stantially tariffs on fiber, textiles and apparel products. Some of
the international codes being negotiated in Geneva could well sp:1l
serious trouble for our industry. We have appealed to the adminis-
tration to be exempt from the contemplated tariff cuts. Our ap-
peals have fallen on deaf ears.

While these negotiations are going ahead, we find that our indus-
try’s position has deteriorated badly, and I ask you to witness these
facts.
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The textile apparel trade deficit in 1977 was a record of $3,400
million. In the first 5 months of 1978 alone, the trade deficit was 83
percent ahead of the deficit for the first 5 months of 1977, and ig
running at an annual rate of $4,400 nmillion. In the 12 months
ending May 1978, the textile apparel trade deficit was 48 percent
higher than in the preceding 12-month period.

Gentlemen, we do not care when the shipments were made or
whether they are related to the dock strike. The shipments are
total, and we are being clobbered by the total amount.

Going on, imports now supply over 50 percent of the U.S. market
for many important products of our industry. Textiles and apparel
imports in the first 5 months of 1978 were 23 percent above the
same period in yardage terms. Apparel imports in 1977 wer=z the
highest on record. They were 25 percent higher than the first 5
months in 1978 than in the same period a vear earlier. The unem-
ployment rate in 1977 was 7.6 percent in textiles and 10 percent in
apf)arel, compared to the 6.7 percent rate in all manufacturing.

n June of 1978, 365,000 textile and appare! workers were out of
work or on short time. The aftermath of substantial tariff cuts in
textiles and apparel will certainly be a much greater influx of
imports, a great loss of jobs, a deterioraticn of confidence in busi-
ness and in even the most robust segment of our fiber/textile/
apparel industry.

The danger to our industry from increased import pressure is
quite apparent, particularly when viewed againsi the background
of recent import trends. In 1977 imports of textile and apparel
groducts were the highest since 1972 on a square-yard-equivalent

asis. Expressed on a poundage basis, 1977 imports were at an all-
time high. This deteriorating trade situation, it should be empha-
sized, has occurred despite the existence of thie multinational multi-
fiber arrangement.

This deterioration has occurred after the resent strong commit-
ment by the executive branch tc get ‘cugh in bilateral agreements
negotiated pursuant to the multifiber arrangcment.

Worst of all, this deterioration of trade has occurred well before
a single tariff has been cut as a result of the MTN.

We know from experience at the Kennedy round what the likel
effects will be of tariff cuts on textiles and apparel in the MTN.
Between 1967 and the year in which the Kennedy round was
concluded—that is, 1972, the final year in which tariff cuts were
phased in—textile and apparel imports increased hv 140 percent,
from 2,600 million to 6,200 million squate-vard-equivalents.

During this period imports grew anaually three times as fast as
the domestic market.

I wculd like to digress here just a second, and answer Minister
Smith’s question, and the statement that there has been no growth
in textiles from 1972 to 1977. In answering that, I would like to say
that any one year can be chosen which will create an aberration,
and we think that this is the case.

Nineteen seventy-two reached a high point. It was a point when
other governments were preparing and shipging in excessive im-
ports into the United States, in order to have a higher quota
during the MFA agreements. It would be much more conservative
to have taken the years 1967 to 1977, when there was an average
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annual growth of 7.2 percent, or we should take the years 1974 to
1977, when there was an annual compounded growth in pounds of
123 percent. In 1974, the pounds imported were 1,028,000, and in
1977, they were 1,402 million. So that is an increase of 12.3 percent;
80 anyone can see that we can take 1 year and make a complete
aberration of statements.

Going on to my prepared text, aside from import growth and the
employment effects, it is clear that tariff cuts will allow imports to
further undersell U.S. producers. The U.S. producer must meet
price cuts or lose business. Thus, the moderate profit rate of 45

rcent on sales before taxes, which the textile industry earned
ast year, would be seriously lowered.

In 1974, 40 percent of the U.S. textile companies and almost an
equal percentage of apparel firms were already operating at a loss.
Given the impact of increased costs, many of which are mandated
by U.S. Government regulations, and further price cuts which will
result from tariff reductions, many firms will be forced to fold.
How long can an industry survive under circumstances of in-
creased cost and reduced prices?

It is illusory to assume that the Trade Act safeguard provisions
can come to the aid of firms and workers in these industries,
should the reduced tariffs lead to damaging import surges. The
promises of the Trade Act of 1974 have not been matched by

rformance, simply because of the recalcitrance of the executive

ranch in imﬂlementing the clear congressional mandate.

Congress theoretically made it easy for the industry and their
workers to secure import relief from injurious imports by the liber-
alization of the criteria for such relief in the escape clause sections
of the Trade Act, but only 4 US. industries out of 31 that have
gone through the laborious process of the escape clause have actu-
ally received any relief.

us we feel strongly, based on the record to date, that injury
resulting from tariff cuts in Geneva negotiations will not be easily
remedied through the resort of the escape clause.

Insofar as the textile and apparel industry is concerned, its vul-
nerability as a labor-intensive industry to low-wage foreign supply
has long been acknowledged by the U.S. Government. Notwith-
standing its intent, it is clear that the MFA and the 18 bilateral
agreements negotiated under it have not been successful in con-
taining the relentless upsurge in imports. The multifiber arrange-
ments allow for an annual growth rate of 6 percent, but in fact
mt(x:lh higher levels have been apparent, particularly for apparel
products.

Between 1966 and 1977, according to the Federal Reserve index
of industrial production, U.S. apparel output grew by only 2 per-
cent per year, and textile production grew by only 3.3 percent. On
the other hand, as I have stated earlier, the growth rate for textile
and apparel imports in this period has been much higher, an
- average annual rate of 7.2 percent.

MFA is a helpful but to date largely inadequate import relief
mechanism. It has proven to be a highly inelastic arrangement, in
that whether or not'the domestic market is contracting, and irre-
spective of the U.S. business cycle, imports are permitted to grow
by at least 6 percent a year.
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Its weakness as an import-relief mechanism, however, i3 als due
to the liberal interpretation by the United States of the MFA's
technical features, in terms of administration and enforcement.
Controlled suppliers are allowed flexibility through shifts among
categories, borrowing from the following year's restraint levels, and
carrying over a portion of unused levels from one year to the next.
’gﬁs can increase ceilings for one category in one year as much as

rcent.

en ceilings are reached and goods are embargoed upon reack.-
ing the United States because many exporting countries do not
effectively control their exports, the United States often relaxes
the embargo, allowing the goods to enter, and deducting the
amount from the following year’s ceiling.

It is the Far East textile cartel, dominated by Japan, and includ-
ing Hong Kong, Korea, and Taiwan, which consistently supplies
more then one-half of our total textile imports, while denying us
any meaningful access to their textile markets.

Already our textile trade deficit with the Far Eastern bloc this
year exceeds $2 billion, and is growing, despite the yen-dollar rela-
tionship. We can readily understand why President Carter asked
Ambassador Strauss to address the Japanese problem.

In yesterday's paper, it was noted that in the first 4 months of
the year the Japanese trade surplus widened to $4.3 billion from
nearly $1.7 billion, in spite of the appreciation of the yen, which is
now approaching 200 to the dollar.

More important is the fact that the MFA does not control all
imports, and uncontrolled suppliers are not put under control fast
enough to prevent them from gaining a significant portion of the
trade before they are put under control. - .

A new textile power is arising in the Far East, the People’s
Republic of China, which is currently shipping to us at an arnua!
rate in excess of 200 million square yards, and this trade is t».ucly
one way, even at .he present extra-high tariffs applied by the
United States to Chinese imports.

This point needs especially to be emphasized, since the possibility
of substantial increases in imports of textiles from exporting coun-
tries not covered by any bilateral agreement is a real danger as a
direct consequence of any cuts in U.S. tariffs. The United States
can take forcible actions to control shipments from countries not
covered by bilateral agreements. However, the record to date of the
executive branch enforcement action is hardly rease:ring to our
industry for the future.

Despite the MFA, tarif{ cuts in textiles and apparel hold a real
threat that uncontrolled shipments can lead to disruption of the
market.

An equally serious problem for the U.S. textile and apparel
industry is the intense pressure from various quarters, both foreign
and domestic, to increase restraint levels on controlled countries,
which has led to acquiescence on the part of our executive branch
in the past. If existing tariffs are cut, we can expect even stronger
pressures to relax these controls. -

It is well documented that the restraint levels on textiles and
apparel products represent a substantial overhang abovr the actual
import levels, probably at least 30 percent, allowing many coun-
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tries room for major increases in imports without violating any
provision of the bilaterals which are in effect. This is occurri
even before tariffs are .ut. If tariffs are cut, the situation wil
obviously be exacerbated.

It is for all of these reasons that we are deeply concerned as an
industry over the Geneva trade negotiations. The Trade Act fortu-
nately requires all of the international codes to be specifically
approved by Congress before they become effective. This 18 not the
case, however, with tariff reductions. H.R. 10853 is designed to deal
with that problem.

We are struck by the fundamentally unfair and inequitabie trade

licies of our Government, which under section 127(b) of the
Trade Act of 1974 exempts from tariff cuts those products which
receive import relief under the ‘‘escape clause’’ or the ‘“national
security clause,” but does not accord the same exemption to prod-
ucts receiving import relief under section 204 of the Agricultural
Act of 1956.

The theory behind the exemption provision of section 127(b) of
the Trade lx'ct with regard to industries receiving import relief
under the “escape clause” and the ‘““national security clause” is
eminently sound. It does not make sense to extend import relief to
an industry and then vitiate that import relief by cutting tariffs on
that industry’s products, but if this theory is sound for footwear,
specialty steel, color television, and CB radios, why is it not equally
sound for textiles and apparel?

(v, . 'adospry received import relief in the form of orderly mar-
ssting arrangements—the MFA and the 18 bilaterals. This is a
recognized form of import relief under the “escape clause.” So did
feoowear, gpecial  steel, zolor television, receive import relief in
the Soren of orderl: marketing arrangements.

1linse 'ndustries, however, are sutomatically exempt from tariff
Juts, but “extijes ar.d apparel are not. Is this fair? Is this equitable
trade poucy? wWe nave heard and we have read arguments put
“atn by tue edranistration on why H.R. 10853 should not be
rw.vu. We bel ive these arguments are spurious.

117s8t, we ~ar that if the bill is passed, it would kill the MTN.
“han ces Tear that che fiber/textile/apparel industry need not
wiros aovout tariff offers made in Geneva last January on the
products of our industry, since they would amount to only a small
percentage reduction. We are truly confused, because if tariff cuts
on textile and apparel are so small, we wonder why exempting
these products from the MTN will kill the negotiations.

We believe that, contrary to what the administration says, that
H.R. 10853 will not kill the trade negotiations, and that the textile
and apparel offers are not so small as we are led to believe.

Most of the present disruption to our industry comes from im-
ports from developing countries and from Japan. These countries
are not making anything but token offers, if that, at Geneva. There
is no reciprocity expected from the developing countries.

Under these circumstances, why cut our tariffs to increase the
injury we suffer from imports from these c- latries? How could the
failure of the United States to cut its textile and apparel tariffs
cause these countries, who are giving us nothing of consequence to
begin with, to kill the trade negotiations?
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On the issue of the small percentage reduction in our tariffs we
are told we will face I think we are dealli_rlxg with a serious problem
of semantics. An offer to cut textile tariffs by 1 or 2 percentage
?oints per year for 10 years means cuts of frcm 40 to 60 percent

rom present tariff levels on a large number of textile mill prod-
ucts. I repeat, it is not 1 or 2 percent, it is 40 to 60 percent. It spells
disaster for our industry and for our workers.

It has also been suggested that our industry will benefit from
increased exports if foreign textile and apparel tariffs are cut at
the same time ours are reduced. We cannot accept this as a reason-
able, viable alternative. Why should we think for a moment that
the same foreign surpliers who are vigorously competing with us in
the U.S. market will be less vigcrous in competing for and captur-
ing other foreign markets whose access will be made easier by
tariff reductions, garticularly as world markets, because of overpro-
duction, are awash with textiles?

Under all of the circumstances which I have cited for this sub-
committee, there is no question that the fiber/textile/apparel in-
dustry now stands at a critical point in time. If tariffs on the
p:oducts of our industry are permitted to be cut, as the executive
branch is now planning, we perceive substantial increases in im-
ports and an even greater trade deficit, reducing sales and produc-
tion by American firms, more workers out of work, a serious reduc-
tion in profits, and indeed losses and the closing of plants.

Our industry and its almost 2.5 million workers want to continue
to contribute in an ever-growing way to our country’s economic
growth and prosperity. HR. 10853 can make the difference as we
come to this moment of truth. We urge the members of the sub-
committee to report it out favorably, and to work for its passage at
this session of Congress. It is our only hope.

I thank you very much, Mr. Chairman. If you wili grant me just
1 more minute, in your original question, you asked to speak about
the so-called favorable or break-even balance of trade in fiber and
textile products. I would like to say here that again we need to look
at a peried not 1972 to 1977, we need to look at a period 1967 to
1977 or 1974 to 1977, or even, indeed, to 1978, where there has been
a subst=ntial negative balance of trade in these two products. But
more important, this is a total industry. We would have no textile
industry if we had no apparel industry. We would have no apparel
industry if we had no textile industry.

We have seen a downstream impact as far as imports are con-
cerned. There has been a downstream impact from fiber to fabric
to garments. Now, when we reach garments, which are the tremen-
dous import segment today, we eliminate a garment worker, a
textile worker, and a fiber producer. Three people are eliminated
at this time, and the trend, of course, has been to garment imports.

You might take further technical aberrations. Yarn, for instance.
We export thread, vrhich has a high dollar content, which tends to
cover up the deticit in the pounds imported. We import consider-
ably more pounds of yarn. This is just one illustration, that you
cannot take one figure and utilize it. But I say again, the very fact
that the growing overall impact which we are seeing today of a
deficit balance of irade of $4,400 million, and the effect of that on
our national inilation, is a subject of serious concern to all of us.
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I thank you very much for giving me the opportunity of repre-
senting my industry.
[The preparcd statement follows:]

STATEMENT oF ROBERT S. SMALL, PRESIDENT, AMERICAN TEXTILE MANUFACTURERS
INSTITUTE

I am Robert Small, President of the American Textile Manufacturers Institute,
and Chairman of the Board of Dan River, Inc., Danville, Virginia. I am here today
on behalf of the textile mill product sector of the U.S. fiber/textile/apparel iadus-
try. The members of the ATMI account for 85 percent of the yarn, fabric, and
household textiles produced in U.S. textile mills.

We greatly appreciate the opportunity to appear today to testify in support of
H.R. 10853 and other bills identical to it which have been introduced by 169
members of the House, according to the latest count. That this legislation has
received such overwhelming and geographically widespread support is a recognition
of the major role played by the fiber/textile/apparel industry in the Am-=rican
economy.

There are 29,000 textile and apparel plants with at least one plant in every state
of the Union but with concentrations in several of the metropolitan areas of the
Northeast and in some of the more rural areas of the Southeast. The industry is the
largest employer of labor in manufacturing in the United States with almcat 2%
million workers, one out of every 8 jobs in manufacturing. We provide johs to peopie
with a wide range of skills, to many who are considered disadvantaged in today’s
world, to minorities, and to women. The industry is the major customer of 330,000
cotton farmers and 100,000 wool growers spread throughout a large part of our
country. The industry is an important customer of the chemical industry and of the
transportation industry.

In short, ours is an industry clearly basic to the health and growth of the
American economy. We are proud of the contribut’ ons our industry has made to the
economy. We want to continue to make a growing contribution to the economic
growth of our country.

The support for this legislation is undoubtedly also in recognition of the fact that
this industry stands at the precipice as never before in its almost 200 years of
service to our country. A train of events has been set in motion in Geneva by our
government which, unless stopped by the Congress, will place our industry’s future
in serious jeopardy. The Geneva trade negotiations, according to all of the advice we
have received, are targeted to cut substantially the tariffs in Schedule 3 of the U.S.
Tariff Schedules which covers the products of the fiber/textile/apparel industry.
Some of the international codes being negotiated today in Geneva could also spell
serious trouble for our industry. We have appealed to the Administration to be
exempted from the contemplated tariff cuts. Our appeals have fallen on deaf ears.

While these negotiations are going ahead we find that our industry's position has
deterioriated badly. Witness these facts:

The textile/apparel trade deficit in 1977 was a record $3.4 billion.

In the first five months of 1978 alone, the trade deficit was 83 percent ahead of
the deficit for the first five months of 1977, and is running at an annual rate of $4.4
billion.

In the twelve monthz ending May 1978, the textile/apparel trade deficit was 48
percent higher than in the preceding 12-month period.

Imports now supply over 50 percent of the U.S. market for many important
products of our industry.

Textile and apparel imports in the first five months of 1978 were 28 percent above
the same period last year in yardage terms.

Apparel imports in 1977 were the highest on record. They were 25 percent higher
in the first five months of 1978 than in the same period a year earlier.

The unemployment rate was 7.6 percent in textiles and 10 percent in apparel in
1977, compared to a 6.7 percent rate for all manufacturing. Although current
figures have mov 2d lower, imports have been growing so dramatically that 365,000
textile and apparel workers were still out of work or on short time in June 1978.

It is against this background and for the reasons I will detail to you now, that the
ATMI joins with other industry groups and the two labor unions in the field of
textiles ar:'! apparel to support H.R. 10853 and the other bills identical to it. We
strongly urge this subcommittee to report this bill out with a favorable vote.
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CONTEMPLATED TARIFF CUTS WILL HAVE ADVERSE IMPACT

Strong debate exists among various public and private groups over the need for
and advisability of tariff reductions on textile and apparel products. Yet, it is clear
that the aftermath of subetantial tariff cuts in textiles and apparel will certainly be
a much greater influx of imports, a greater loss of jobs, and a deterioration of
confidence and business in even the most robust segments of the fiber, textile, and
apparel industry. Accumulating evidence from a wide range of studies documents
the severe effects which could result from the MTN.

The liberalizing of tariffs on textiles and apparel would increase the already acute
import pressure on the U.S. industry in several ways. First, it will be a boon to
foreign suppliers in countries which are not, as xet, controlied by a bilateral agree-
ment with the U.S. pursuant to the Multifiber Arrangement (Mg’A). Second, it will
encourage foreign suppliers in countries which are controlled by a hilateral agree-
ment with the U.S. to expand their actual trade up to the maximum allowed b
restraint levels in those many cases where the restraint levels are not now filled.
Third, it will increase pressure on the U.S. from our trading partners subject to
controls under bilateral agreements to relax restraint levels, a pressure to which
the U.S. has bowed time and again in the past.

When this anticipated increased pressure from imports resulting from tariff re-
ductions is viewed in the context of recent trends in US. trade in textiles and
apparel, the danger to our industry is quite apparent. According to the U.S. Depart-
ment of Commer:e. the value of U.S. imports of textile and apparel products in 1977
was far and away the highest on record, $5.9 billion, a 12 percent increase over
1976. U.S. exports of textiles and apparel in 1977 were also at record levels, but
were still only 4 percent above 1976 levels. As I have stated, the net result for the
U.S. trade balance in 1977 was a record deficit of $3.4 billion, This astronomical
cliggxgit was a serious deterioration from the previous record deficit of $2.8 billion in

In terms of quantity, the import situation is equally serious. Expressed in square
yard equivalents, the level of cotton, wool, and man-made fiber imports of textile
and apparel products hit 52 billion square yard equivalents in 1977, the highest
since 1972. Expressed on a poundage basis, 1977 imports were at an all-time high, 11
percent above 1972. More significantly, imports in the first four months of 1978
a{)(:)ne l;g;g been 2 billion square yard equivalents. This pace of imports is 33 percent
above .

This deteriorating trade situation, it should be emphasized, has occurred despite
the fact that the GATT multilateral Multifiber Arrangement to control trade in
textiles has been in existence since 1974 and was recentlv renewed for four more

ears. This deterioration has occurred after the recent stiong commitment by the
{ercutive Branch to get tough in bilateral agreements negotiated pursuant to the
MFA. Worst of all, this deterioration in trade has occurred well before a single
tariff has been cut in the MTN.

One of the clearest statements of the damaging impact which the liberalization of
tariffs on apparel and textiles would have appears .n a recent study by the Brook-
ings Instititution. The conclusions contained in that report are most unsettling.

?: discussing the effects of liberalizing tariffs on textiles and apparel the report
states, “For the United States, Canada, and the EEC it is clear that the textiles
sector is of primary importance to overall results for imports and, even more
importantly, employment effects.” One statistical table presented in the report
showed “that the most dramatic effect of excluding textiles (from the MTN) occurs
in the United States, where textiles would amount to fully one-third of the increase
in total (U.8.) imports if included in liberalization. With textiles il the negotiations,
a 60 percent linear cut would give the United States a negative impact of $1.4
billion on its direct trade effects.” The study goes on to say that in the absence uf
liberalization of textiles, the effect of the MTN on the trade balance would be
positive in the amount of $211 million.

Furthermore, this estimated negative impact on the U.S. trade balance, as iarge
as it seems, grossly understates the actual results of tariff cuts or textiles and
apparel. These estimates are founded upon trade levels in 1974. As shown in Table 1
serious deterioriation of U.S. trade in textiles and apparel Las occurred since then.
By using actual trade in 1977 the $1.8 billion estimate of the effect of liberalization
of textile and apparel tariffs translates into $2.4 billion.

Thus, by invoking its full tariff-cutting authority on textiles and apparel, the U.S.
negotiating team in Geneva could single-handedly place an overwhelming additional
burden on the already struggling U.S. fiber/textile/apparel industry. This does not
mention the net negative impact on the overall U.S. trade balance, an impact which
is undeniably inflationary. That the U.S. would cling to its insistence on offering



o0

substantial cuts on textils aind apparel products in view of these facts is. to say the
least, disconcerting.

From the straight-forward point of view of hard-headed negotiation, the inclusion
of the textile and apparel sector in the MTN simply does not make any sense.
Normelly. negotiations require visble benefits vo nrake them worthwhile to either
Sa;ty. Yet what coes the U.S. gain by addig biilions t0 our non-cil related trade

eficit?

One direct result of these trade effects will be the adverse effect on employment.
A study recently done by Data Resources, Inc :DRI) on this issue estimated that the
loss of jobs directly relsted o praduction of textiles and apparel would be over
200,000 by 1985, i 5 50 percent tariff cut wer< made Ancther econometric study
performed by the Amalgarmsted Clothing and Textile Workers Union estimated that
the direct employment effocts of a 60 percent cut on ouly thirteen specific men’s
and boys™ appared jroducts would be over 14,000 direcy job losses and over 24 million
man-hours lost. Extrapolating these figures to all men's and boys’ apparel would
result in an estirnnted 67,000 jobs Jost. And these job logs figures do not include the
secondary empicsment elliocts which would be conaideraile

Even the BErockirga Iratitution report has agreed in principle on the relatively
harsh effecis of Vibers-iwation on the textile and apuarel industry, stating that “the
inclusion of textiies in liberalization would raise the total number of jobs lost to
increased imports by ppgpecaimately T8 percent

There is cons “ersble difierence ip the actual estimiates of the employment effects
of tariff liberalization between the DR! and Brookings studies caused by major
differences in the modeis used. An ancivsis of these 1ifferences was filed with this
Subcommittee on May #i, 1978, While we atrongly feel that the DRI model is much
more comprehensive and reaiistiz. it ig nonetbeless guite clear that the disruption to
textile and apparel workers wall be massive os a result of tariff cuts in the current
Multilateral Trade Negaouations.

One often-repeaicd argument in support of tardf cuts s that the gains to the U.S.
economy from the increased trade will for outweigh the costs of unemployment and
adjustment. This, in fact, was the major conclusive of the Brookings study. Howev-
er, a realistic appraisal shows thot qe LS. coonomy stands to lose if fiber/textile/
apparel tariffs are cut (See Appendix ).

A recent study by the Library of Congress on the actual price effects to consumers
of lower-priced 1imports provided some evidence of what we in the industry have
known for a long time—that, on the consumer level, there is little net price benefit
resulting from imports. This simply means that the retail price to consumers for
goods produced by the U.S. industry sets the price level to which impori prices rise.
Thus, regardless of the import price at the landed value, the importer levei, the
“wholesale’ level or the equivalent, the US. ccnsumer often pays virtuaily the
same retail price for a given product, whether it is produced domestically or abroad.

The obvious implications for the long-term welfare of the U.S. consumer are
obvious. In the event of a collapse of sectors of the fiber/textile/apparel industry,
there is no ussurance that the resulting dependence on foreign sources of supply
would lead to constant supply, reasonable prices, or reasonable quality. We certainly
do not want to see a repetition of the oil price experience.

Grandiose claims for the welfare gains from trade are at best unfounded and are
more likely grossly overstated. Historical data from the post-Kennedy Round of
tariff cuts shows that between 1967, the year in which the Kennedy Round was
concluded, and 1972, the final year in which the tariff cuts were phased in, textile
and apparel impoits increased by 140 percent, from 2.6 to 6.2 billion square yard
equivalents. During this period the annual growth of imports was three times as
fast as the growth of the domestic market. Yet during this same period, the
consumer price index for apparel items rose by roughly the same magnitude as for
food, fuels, and utilities.

Furthermore, there are substantial costs to the U.S. taxpayer (who is also the
consumer) from lost jobs. These costs include unemployment compensation, adjust-
ment assistance, welfare payments, losses in corporate and individual income taxes,
lost income to communities, and waste associated with the idling of productive
facilities.

What does the U.S. stand to gain from all of this? We see little gain and much
loss.

In fact, the record is clear on job losses due to imports already suffered by
workers in textiles and apparel. Of the 92,000 workers who have applied for trade
adjustment assistance in just three years 50,000 have fully satisfied the Laktor
Department's tight criteria for certification that imports have been an important
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cause of the loss of their jobs, The program had paid out to these workers $40
million s of February 1978, and these costs continue to mount.

Asiae from import growth and employment offects, it is clear that tariff cuts will
allow imports to further undersell U.S. producers. U.S. producers must meet price
cuts or lose business. Thus, the moderate profit rate of 4.5 percent on sales before
taxes which the textile industry earned last year would be seriously lowered. In
1974, 40 percent of US, textile companies as well as nearly 40 percent of U.S.
apparel firms were already opersting at a loss. Given the impact of increased costs,
many of which are mandated by Government regulations, and further price cuts
which will result from tariff reductiors, many firms will be forced to fold. How lon
cai an industry survive under circumstances of increased costs and reduced prices?

FSCAPE CLAUSE IMPORT RELIEF CANNOT CORRECT DAMAGE OF TARIFF CUTS

It is illusor{y to assume as indeed have some apologists for the severe textile and
apparel tariff cuts offered by our negotiators in Geneva, that the Trade Act's
safeguard provisions can come to the aid of firms and workers in these industries
should the reduced tariffs lead to damaging import surges.

It is indisputable that the Trade Act, in its several import relief provisions, has
much scope and flexibility for remedial action. There is indeed a clear Congressional
commitment in the Trade Act to grovide, &, President Ford said when he signed the
Act into law on January 3, 1975, “greater relief for American industry suffering
from increased imports.” But, the promise has not been matched by the perform-
ence, simply because of the recalcitrance of the Executive Branch in implementing
that clear Congressional mandate.

Congress theoretically made it eagsier for industries and their workers to secure
import relief from injurious imports by liberalizing the criteria for such relief in the
escape clause sections of the Trade Act. But, it also continued the President’s
authority to reject the International Trade Commission's recommendations for
import relief because of the “national economic interest.”

e laxity of statutory enforcement of the safeguard provisions of the Trade Act
of 1974 is clearly indicated by the fact that only four U.S. industries out of 31 that
have gone through the laborious grocess of petitioning the U.S. International Trade
Colmmission for import relief under the escape clause have actually received such
relief.

Thus, we feel strongly, based on the record to date, that injury resulting from
tariffs cut in the Geneva negotiations will not be easily remedied through resort to
the escape clause.

U.S. TRADE POLICY ENVISAGES RELIEF FROM INJURIGUS OR UNFAIR IMPOR1S

The ATMI supports the U.S. ccmmitment to policies to promote a more open
world by building a freer and fairer trading system. Cooperative economic and
commercial reiationships among nations are necessary to maintain world economic
growth and development. However, we must also av01d a headlong pursuit of more
open foreign markets with little or no perception of the need for exceptions from
such free-trade philosophy to safeguard domestic jobs and industries against injuri-
ous import penetration. ft, is clearly illogical that the United States should under-
take special responsibilities to refrain from any restrictions on imports while this is
plainly ignored by our trading J)artners. The concept of cooperation in world trade
implies the sharing by each trading partner of responsibilities for fair trade.

his is consistent also with our belief that, in the pursuit of our international
objectives, politically and economically, U.S. trade policy must recognize that a
strong domestic economy is essential to support international policy. This requires
that the United States must use the exceptions permitted by the Trade Act where
necessary and justified, to safeguard U.S. industry against unfair injurious import
competition. But we have no confidence, based on performance under the 1974
'frade Act, that “errors” made in Geneva will lead to corrections as provided by that
statute.

THE MULTIFIBER ARRANGEMENT (MFA) IS A NECESSARY BUT INADEQUATE IMPORT RVLIEF
MECHANISM

Insofar as the textile and apparel industry is concerned, its vulnerability, as a
labor-intensive industr{, to low-wage foreign supp‘l_y has long been acknowledged by
the U.S. Government. In fact, action to safeguard firms and workers in this industry
against disruptive import surges goes back 40 years to the Roosevelt Administra-
tion. The import problems faced by this industry led to the Short Term Cotton
Textile Arrangement (STA), the Long Term Cotton Textile Arrangement (LTA), and
more recently to the Multifiber Arrangement, now in its fifth year.



58

Under the umbrella of the MFA, the United States has negotiated 18 bilateral
agreements designed to control the shipments of textiles and apparel in order to
eliminate' market disruption from such trade.

Notwithstanding its intent, it is clear that the MFA and the bilateral agreements
negotiated under it have not been successful in containing the relentless upsurge in
imports. The Multifiber Arrangement allows for an annual growth rate of 6 percent
but, in fact, much higher levels have been apparent, particularly for apparel.
Between 1967 ard 1977, according to the Federal rve Index of industrizl produc-
tion, U.S. apparei cutput grew by only 2 percent per year and textile production
grew by only 3.” percent per year. On the other hand, the growth rate for textile
and apparel imports in this period has been much higher, 7.2 percent. We think it is
unfair to the industry and its workers that imports be allowed to grow faster than
the growth of the U.5. market. This becomes particularly critical in the years ahead
in view of anlicipated lower growth rates for the domestic market.

The MFA is therefore a helpful but, to date, larfely inadequate import relief
mechanism, and its maintenance cannot be used to lull the firms and workers ir.
our industry into a false sense of security in the face of the severe and unnecessary
cuts in U.S. textile and apparel import duties which have been offered up for grabs
in Geneva by our negotiators.

I should note that the MFA has proven to be a highly inelastic arrangement in
that whethe or not the domestic market is contracting, and irrespective of the U.S.
business cycle, imports are permitted to grow by at least 6 percent per year. Its
weakness as an import relief mechanism, however, is also due to the liberal inter-
pretation by the United States of the MFA'’s technical features, in terms of adminis-
tration and enforcement.

In this regard, controlled suppliers are allowed flexibility through shift: among
categories, borrowin% from the following year’s restraint levels, and carrying over of
a portion of unused levels from one year to the next. This can increase ceilings for a
category in one year by as much as 17 percent.

en ceilings are reached and goods are embargoed upon reaching the U.S.
because many exporting countries do not effectively control their exports, the U.S.
often relaxes the embargo, allows the goods to enter, and deducts the amount from
the following year's ceilin?.

it is the Far East textile cartel, dominated by Japarn and including Hong Kong,
Korea, and Taiwan, which consistently supplies more than one-half of our total
textile imports, while denying us any meaningful access to their textile markets.
Already our textile trade deficit with ithe Far tern bloc exceeds $2 billion and is
growing, despite the yen-dollar relationship. We can readily understand why Presi-
dent Carter asked Ambassador Strauss to address the Japanese problem.

More important is the fact that the MFA does not control all imports, and
uncontrolled suppliers are not put under control fast enough to prevent them from
gaining a significant portion of the trade before they are put under control. It
should be noted there are no overall ceilings under the MFA.

A new textile power is rising in the Far East—the People’s Republic of China,
which is currently shipping to us at an annual rate in excess of 200 million square
yards and this trade is totally one way, even at the present extra-high tariffs
ap%lied by the United States to Chinese imports.

is point needs especially to be emphasized since the possibility of substantial
increases in imports of textiles from exporting countries not covered by any bilater-
al agreement is a real danger as a direct consequence of any cuts in U.S. tariffs.
Such actions will certainly be considered by foreign producers to enhance their sales
prospects in the vast U.S. market; thus tariff cuts will act as a magnet in funneling
an even greater volume of uncontrolled shipments onto our shores.

The U.S. can take forceful action to control shipments from countries not covered
by bilateral agreements. New agreements can be negotiated and unilateral action to
restrain imports from uncontrolled sources can be taken. However, the record of
Executive Branch foot-dragging on enforcement actions to date is hardly reassurin%
to our industry of any change in the future. Thus tariff cuts in textiles and appare
hold a real threat that uncontrolled shipments can lead to a disruption of the
market despite thc MFA.

An equally serious problem for the U.S. textile and apparel industry is the
intense pressure from various quarters, both forzign and domestic, to increase
restraint levels on controlled countries, which has led to acquiescence on the part of
the Executive Branch in the past. If existing tariffs are cut, we can expect even
stronger pressures to relax these controls.

It is well-documented that the restraint levels on textile and apparel products
represent a substantial overhang above actual import levels, probably at least 30
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percent, allowing many countries room for major increases in imports without
violating a?fy provisions of the bilaterals which are in effect. This is occurring even
before tariffs are cut. If tariffs are cut the situation will obviously be exacerbated.

CODES OF CONDUCT WILL INCREASE DAMAGE DONE BY TARIFF CUTS

I referred earlier to the negotiation of several so-called international codes of
conduct which give us much c.ncern and still further compound the harm caused by
the threatened tariff cuts. Specifically, we are concerned with the negotiations on
codes for subsidies and countervailing duties, government procurement, and safe-
guard actions governments may take against injurious imports.

These codes of conduct aim at greater cooperation in world trade, bu. to imple-
ment such cooperation these codes must give promise of equitable enforcement by
all countries, developed and developing alike. The draft negotiating texts for several
codes of conduct at Geneva, however, seem to fall far short of such promise.

For example, in the new safeguards code now taking shape in the Geneva negotia-
tions, it may be that any of the contracting parties to GATT would be entitled to
apply import relief actions on a selective basis—that is only against selected prod-
ucts or selected countries which are adjudged to be the cause of injury. For GATT,
this would mean a radical departure from its previous underlying principle of
nondiscrimination. Such a policK change has understandable attraction to a number
of the contracting parties which have import sensitive industries and have experi-
enced growing import impact. However, it should be emphasized that the United
States already has the authority for temporary selective unilatera! import relief
actions under the “escape clause’” provisions of R;e Trade Act.

Therefore, the U.S. gains nothing by supporting a selective safeguards code in
GATT. On the other hand, from the viewpoint of the tcxtile and apparel industry,
such a code could seriously underm:ne the orderly marketing arrangements for
textiles and apparel that have been so laboriously constructed by virtue of the
Multifiber Arrangement (MFA) and the bilateral agreements the U.S. has negotiat-
ed under the MFA.

The possibility cannot be overlooked that, given a broadened safeguards code
which allows unilateral and discriminatory action to alleviate import.related injury,
some countries will now see no need for a separate mechanism to be maintained
under GATT auspices which aims at regulating international trade flows specifical-
ly for textiles and apparel.

The U.S. must insure that any safeguards code which finally emerges in Geneva
should not vitiate any of the special arrangments with respect to textiles and
apparel. In summary, the safeguards code must not undermmne those GATT safe-
guards already in place for textiles and apparel under the MFA.

In the negotiations of a code on subsidies and countervailing duties, the U.S. is
being pressed to require a finding of injury before a countervailing duty could be
imposed on any imported item, whether dutiable or not. The US. is not now
required under GA rules to have such an injury test on dutiuble products.

U.S. acquiescence, therefore, to extension of the injury iest requirement means
weakening our own countervailing duty statute. With all its inadequacies, this is at
least of some marginal help to those U.S. industries such as oure which face growing
unfair import competition arising from the subsidies which foreign governments
grant to their producers and exporters.

In return for an injury-test requirement, forei govemments would agree to
refrain from imposing certain subsidies, although the developing countries would be
permitted to phase in their ‘“no subsidy’’ undertakings. What assurances would
there be for effective and equitable international monitoring and enforcement?

It is intended that there would be established, as part of the code, an internation-
al dispute settlement mechanism under GATT auspices, but can we have any more
assurance of success on this score than has been our sad experience with enforce-
ment of GATT subsidy provisions in the past? GATT provides for recording of
subsidy complaints and consultations to seek solutions to these complaints, but the
recommended resolutions have largely been ignored by the Contracting Parties.

Developing countries, particularly, use export subsidies as a device to promote
their internal economic development. The textile and apparel industry in the
United States has felt the debilitating effecta of such subsidized unfair import
competition. The Treasury Department recently announced that preliminarily it
found subsidies to exist on textiles and men's apparel exported from Brazil, Uru-
guay, Colombia, Argentina, Taiwan, India, and the Philippines as a result of peti-
tions filed by the Amalgamated Clothing and Textile Workers Union last October
31. AFI‘Q pelrcent countervailing duty has been in effect for some time on cotton yarn
from Brazil.
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To sum up, there is no basis for the U.S. to agree that a subsidy must injure a
domestic industry in order to justify a countervailing duty. A subsidy is an unfair
trade practice and successive administrations have emphasized that international
trade must be conducted by all governments on a fair basis. In ar.y event, the U.S.
ought not to accept such an international obligatior: which weakens its own counter-
vailiug dutv statutory provisions without first insuring that there can be reciprocal
effective implementation and enforcement of such an international obligation. Un-
fortunately, the record to date of the Treasury Department which administers the
countervailing duty statute gives us no confidence that the U.S. would so implement
and cnforce its rights under such a code.

The code on government procurement also being negotiated in Geneva aims at the
elimination of national government practices. The U.S. Government strongly favors
this on the theory that U.S. industg is very competitive in many of the products
bought by governments and thus U.S. industry has much to gain from the opening
of foreign government procurement.

This may be true for some U.S. products such as those in the high technology
area, but it will not help the textile and apparel industry which is labor-intensive.
An international government procurement code would make it extremely difficult
for our products to compete ageinst e low-wage production of countries of the Far
East or even Latin America. We would lose U.S. Government procurement opportu-
nities and at the same time not gain a.y sales advantages in foreign markets, due
to our higher costs.

If nondiscriminatory governmont procirement rules and procedures are to be
negotiated, at the very least lab .r-inensive products such as textiles and apparel
should be excluded from the coverive of the code.

H.R. 10853 CAN PRESERVE A VIABLE FIBER/TEXTILE/APPAREL INDUSTRY

It is for all of these reasons that we are deeply concerned as an industry over the
Geneva trade negotiations. The Trade Act fortunately requires all of the interna-
tional codes to be specifically approved by Congress before they can become effec-
tive. This is not the case, however, with the tariff reductions. H.R. 10853 is designed
to deal with that problem.

We are struck by the fundamentally unfair and inequitable trade policy of our
government which, under Section 127(b) of th.> Trade Act of 1974, exempts from
tariff cuts those products which receive import relief under the ‘“‘escape clause” or
the “national security clause,” but does r.ot accord the same exemption to products
receiving import relief under Section 204 of the Agriculture Act of 1956.

The theory behind the exemption provisions of Section 127(b) of the Trade Act
with regard to industries receiving import relief under the ‘“‘escape cliuse” and the
“national security clause” is eminently sound. It does not make sense tc extend
import relief to an industry and then vitiate that import relief by cutting the tariffs
on that industry’s product. But if this theory is sound for footwear, specialty steel,
color TV's, and CB radios, why isn’t it equally sound for textiles and apparel?

Our industry received import relief in the form of orderly marketing agree-
ments—the MFA and the 18 bilaterals. This is a recognized form of import relief
under the ‘“‘escape clause.” So did footwear, specialty steel, and color TV’s receive
import relief in the form of orderly marketing agreements. These industries are
automatically exempt from tariff cuts, but textiles and apparel are not. Is this fair?
Is this equitable trade policy?

Congress itself realized the need for minimizing the adverse impact of imports on
textiles and apparel subject to international agreements by exempting these prod-
ucts from zero-duty treatment under the Generalized System of Preferences. H.R.
10853 would represent a similar recognition by Congress of the need to minimize the
adverse impact of imports through tarilf cuts in the Geneva trade negotiations.

THE ADMINISTRATION’'S OPPOSITION TO H.R. 10853 IS NOT WELL FOUNDED

We have heard and we have read various arguments put forward by the Adminis-

tration on why H.R. 10853 should not be passed. We believe these arguments are
spurious.
pFirst we hear that if this bill is passed it will kill the MTN. Then we hear that
the fiber/textile/apparel industry need not worry about the tariff offers made in
Geneva last January on the products of our industry since they amount to only a
small percentage reduction. We are truly confused, because if the tariff cuts on
textiles and apparel are so small, we wonder why exempting these products from
the MTN will “kill"” the negotiations.
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We believe that, contrary to what the Administration says, H.R. 10853 will not
“kill"” the trade negotiatio~s and that the textile and apparel offers are not so small
as we are led to believe.

Tertile and appare! industries throughcut the world do not want their tariffs cut,
but would welcome someone else’s textile and apparel tariffs being cut. Most of the
present disruption to our industry comes from imports from the developing coun-
tries, and from Japan. These countries are not making anything but token offers, if
that, in Geneva. There is no reciprocity expected from the developing countries.
Under these circumstances why cut out tariffs to increase the injury we suffer from
imports from countries? How could the failure of the U.S. to cut its textile and
apparel tariffs cause these countries, who are giving us nothing of consequence to
begin with, to “kill” the trade negotiations?

On the issue of the “small” percentage reduction in our tariffs we are told we will
face, I think we are dealing with a serious problem of semantics. An offer to cut
textile tariffs by one or two percentage points per year for ten years means cuts of
from 40 to 60 percent from present tariff levels on a large number of textile mill
products. I repeai: it is not one or two percent; it is 40 to 60 percent! It spells
disaster for our industr and our workers.

It bas been suggested that our industry will benefit throught increased exports if
foreign textile and apparel tariffs are cut at the same time ours are reduced. This
new game plan has consisted of efforts at all levels of the Executive Branch to
convince the U.S. fiber/textile/apparel industry that its salvation lies in increasing
exports.

We simply cannot accept this as a reasonable, viable alternative. Why should we
think for 2 moment that the same foreign suppliers who are vigorously competing
with us in the U.S. market will be less vigorous in capturing other foreign markets
whose access will be made easier by tariff reductions, particularly as world markets,
because of over-production, are awash with textiles? But ATMI, of course, is trying
to develop export markets. I have asked Mr. Morris Bryan, our first vice-president,
to head up this offort.

As the eviderce [ have thus fur presented indicates, it would appear to be the U.S.
market which will be moet opened by the MTN and the U.S. industry which will’
suffer the greatest negative impact from liberalization of trade in textiles and
apparel. The U.S, by virtue of its relatively strong recovery from the recent reces-
sion, has alreardy been shouldering an excessive responsibility for helping our trad-
ing partners out of their economic doldrums through an intolerably high trade
deficit. The underlying forces now governing world tradz are not going to miracu-
lously turn around once the MTN is concluded, particularly not for our industry.

HR. 10853 CAN MAKE THE DIFFERENCE

Under all of the circumstances which [ have cited for this Subcommittee, there is
no question that the fiber/textile/apparel industry now stands at a critical point in
time. If tariffs on the products of our industry are permitted to be cut as the
Executive Branch is now planning, we foresee substantial increases in imports, an
even greater trade deficit, reduced sales and production by American firms, more
workers out of work, a serious reduction in profits and, indeed, losses, and the
closing of plants. Our industry and its almost 2% million workers want to continue
to contribute in an ever-growing way to our country’s economic growth and prosper-
ity. HR. 10853 can make the difference as we come to the moment of truth. We
urge the members of the Subcommittee to report it out favorably and to work for its
passage at this sessior. of Congress. It is our only hope.

32859 O -18-5
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TABLE 1—U.S. IMPORTS, EXPORTS, AND TRADE BALANCE OF TEXTILES AND APPAREL, 1967-1978
{In millions of dotlars]

Imports Exports Trade balance
1,460 695 - 1776
1,818 694 - 1,124
2,128 153 - 1312
2,402 176 - 1,626
2913 837 — 2,076
3411 993 — 2418
3 1497 — 2,225
3952 2.165 ~ 1,787
3,780 2,00 — 1,753
5,269 2,480 - 2,789
5,926 2,967 - 3,359
6.870 2,470 -- 4,409

'Five months annualized and partially estimated.

Source: U.S. Department of Commerce, FT930; data refate to SITC division 65 and 84, i.e., textiles and clothing. Values are f.as.
and pertain to products of all fibers.

ArPENDIX 1

The study conducted by Data Resources, Inc., addressed itself to various economic
indicators in addition to job levels. The study reflected that, if tariffs on textiles and
apparel should be cut by 50 percent, the results would be as follows:

Indicator Effect
GNP in 1972 dollars (Dillion) ........ccccevruciinieecririnineerieieeeenenaseessseesmneinraesscssennes —$10.2
GNP in 1985 dollars (Dillion) ........cceeeeriiremurnrnmninnneiseninniscserencecneiessnessennes —$79.6
Industrial production (Percent)..............cccvvvmeniininrenreneensnsssineesssenens -2.2
Textile production (PErcent) ............coviinneiiiicecirneec e s st eeaes -6.1
Garment production (Percent)..........c.ceiercrccnnniininnniniessenimnn e, ~10.5
Tax receipts (1985 dollars) (Billion) .........ccoeeviveviiiecrnnnssiicinceec v, ~$16.8
Wb S. corporate profits (1985 dollars) (billion).........cc.cccooriiinniciinn, —-$34
U.S. Federal deficit (1985 dollars) (billion) ..........cccccecerieremvrnccrnrnirnireenins —$6.4

Transfer payments (state and local—period 1977-85) (billion).................... -$1.7
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Mr. Vanix. Thank you very much, Mr. Small.
We will now hear from Mr. J. Dan Blitch, member of theboard of
directors of the American Apparel Manufactu rersAssociation.

STATEMENT OF J. DAN BLITCH III, MEMBER, ROARD OF Ui-
RECTORS, AMERICAN APPAREL MANUFACTURERS ASSO£I-
ATION

Mr. BuircH. My name is J. Dan Blitch, 9t vice presiden: and
secretary of Barrow Manufacturing Co. of Winder, Ga., snd a
member of the board of directors of the American Apperel Manu-
facturers Association. I am appearing before you todas on hzhalf of
the AAMA, which represents manufacturers of all k;nds of uppar-
el, having an aggregate annual sales volume of approximately $20
billion, or 65 percent of the entire sales volume in the U.S. apparel
industzy. It is the lorgest trade association in an industry which is
the sixth larges: employer of labor in the Nation. Apparel is also
the critical element in the industrial network consisting of apparel,
tl\?xtiles, and fiber—the largest manufacturing complex in the

ation.

The continued viability of the American apparel industry de-
pends, in large part, on the level of tariff rates applied to the ever-
increasing quantity of apparel imports. Those tariff rates are now
being negotiated in Geneva. The decisions made there will affect
not only the 1.3 million Americans employed by the apparel indus-
try but, moreover, its effects will be felt by the 2.4 million Ameri-
cans who are part of our industrial network.

Increased imports have already cut deeply into our domestic
market, so much so that our country’s apparel manufacturers are
finding it difficult to compete in the marketplace. Many of these
imports are from countries whuse wage scale is one-tenth that of
the United States. The tariff rates which are keeping American
goods competitive with imports are one of the major safeguards, so
to speak, of a nation whose manvfactured g are inherently
more costly to produce.

If we continue to share our markets with imports at present
levels, we can maintain most of our ¢r:ployment and production.
However, if we allow imports 10 grow ‘aster than the projected
frowth in U.S. apparel markets a;: roximately 2% percent annual-

, we cannot hope to maintain stability in rne industry. A loss of
this stability would mean incressed prodacti~  resulting in fewer
jobs. Since 1973 imports have ciaimed over 1(G,(00 apparel jobs.
. From a high point of 1,408,000 workers it 1977, apparel employ-

ment has fallen to 1,293,000 in April of ‘his year.

This decline is particularly disloca e {ur apparel workers be-
cause so many are in rural areas vher~ alternative jobs are un-
available, and because 80 percent are womee, who have less fiexi-
bility to move to new employment opporii nitics,

Between 1974 and 1977 apparel imYorts wrew 35 percent in physi-
cal terms—equivalent square yards. In the same 4 years the dollar
value of apparel imports increased 77 percent. This is more than a
reflection of inflation—it is an indication of higher-priced imports
taking over portions of markets imports had not been in before.
Today there is no major segment of the American apparel market
that imports have not entered.
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The control provided by the multifiber arrangement and its re-
lated bilateral agreements is not enough by itself. Tariff rates must
be kept at present levels to check increasing imports, which can
enter under these agreements.

A clear illustration of the increase in imports possihle urder the
MFA and its bilaterals is seen in the import statistics for the firat 5
months of this year. U.S. imports of cotton, wool, and manmade
fiber apparel for January through May 1978 reached 1,167 million
square yards equivalent, an increase of 25 percent over apparel
imports during the first 5 ionths of last year. This type of increase
is possible because apparel imports from some countries are not
contrclled by any agreement, and because not every item of appar-
el is controlled by every bilateral agreement.

Tariffs are the only control on an imdportant share of apparel
imports. A reduction of tariff rates would encourage much greater
imYorts in all apparel areas. The need is for tighter import con-
trols, both under the MFA and with tariffs. Only in this way will
the American apparel industry have the chance to maintain its
current market shar=.

The stand we took when the MFA extension was being negotiat-
ed is the stand we maintain today. Imports should be allowed to
grow at no greater rate than the growth in domestic apparel con-
sumption in the various market segments. Tariff reductions would
make this impossible. Maintenance of current tariff rates along
with rigorous administration of the MFA would previde much of
the additional control necessary for market stabilit;. -

Anything less than strict adherence to currep: tar.fis and MFA
controls available to us will cause serious additirua! <rosion in
apparel employment. Anything less and our balance of payments
situation will deteriorate further. Our country cannot afford to let
apparel/textile imports continue to grow at an accelerated rate.

e must keep our workers employed and our economy strong.

Mr. Chairman, on behalf of the American Apparel Manufactur-
ers Association, I thank you for this opportunity ‘o present our
llaggif)téon, and respectfully urge your expedient consiueration of H.R.

[The prepared statement follows:]

StaTEMENT oF J. DaN BLrrcH, IlI, oN REHALF OF THE AMERICAN APPAREL
MANUFACTURERS ASSOCIATION

Mr. Chairman, my name is J. Dan Blitch. I am First Vice-President ancd Secretary
of Barrow Manufacturing Co., of Winder, Georgia, and a member o the Board of
Directors of the American Apparel Manufacturers Associaticn. [ am appearin
before you today on behalf of the AAMA, which represents mar ufacturer:z of
kinds of a%pare , having an ate annual sales volume of szgroxin‘.ately $20
billion, or 65% of the entire sales volume in the U.S. apparei irdustry. It i3 the
largest trade association in an indusiry which is the sixth largest employer of labor
in the nation. Apparel is also the cr.tical element in the industrial network consist-
ing of apparel, textiles and fiber—the largest manufacturing complex in the nation.

e continued viability of the American apparel industry depends, in large part,
on the level of tariff rates applied to the ever-increasing quantity of apparel im-
ports. Thosee tariff rates are now heirg negotiated in Geneva. The decisions made
there will affect not only t':: 1.3 muilion Americans employed by the agparel
industry but moreover, its e{'s-te «fi be felt by the 2.4 million Americans who are
part of our industrial networ:.

Increased imports have a!::ady ¢.* deenly into our domestic market, so much so,
that our country’s apgarel manutactires are finding it difficult to compete in the
marketplace. Many of these iun.ports #:2 from countries whose wage scalz is one-
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tenth that of the United States. The tariff rates which are keeping American goods
competitive with imports are one of the major safeguards, sc to speak, of a nation
whose manufactured goods are inherently more costly to produce.

If we continue to share our markets with imports are present levels, we can
maintain most of our employment and production. However, if we allow imports to
grow faster than the projected growth in U.S. apparel markets, approximately 2%
percent annually, we cannot hope to maintain stability in the industry. A loes of
this stability would mean increased production resulting in fewer jobe. Since 1973
imports have claimed over 100,000 apparel jobs. From a high point of 1,408,000
workers in 1973, apparel employment has fallen to 1,293,000 in April of this year.

This decline is particularly dislocating for apparel workers because so many are
in rural areas where alternative jobs are unavailable, and because 80 percent are
women who have less flexibility to move to new employment opportunities.

Between 1974 and 1977 apparel imports grew 35 percent in physical terms (equiv-
alent square yards). In the same four years the dollar value of appare! imports
increased 77 percent. This is more than a reflection of inflation—it is an indication
of higher priced imports taking over portions of markets imports had not been in
before. Today there is no major segment of the American apparel market that
importa have not entered.

“Competition” is impoesible when our markets are flooded with goods produced by
workers earning 30 cents to 40 cents and hour. OQur production workers are averag-
ing $3.80 an hour. Price competition cannot exist under such divergent cost struc-
tures. Control of imports is the only hope the American apparel industry has of
preserving its markets. Tariff reductions would only further widen this competitive

gap.

‘?'he import penetration ratio is so high that in some markets there are more
imports sold than domesticaily produced goods. Sweaters and knit shirts are good
examples of markets with very high levels of imports.

Imports in these types of markets should be strictly controlled until the ratio is
improved. The control provided by the Multifiber Arrangement and its related
bilateral agreements in not enough by itself. Tariff rates must be kept at present
levels to check increasing imports which can either enter under these ments.

A clear illustation of the increases in imports possible under the MFA and its
biliaterals is seen in the import statistics for the first four months of this year. U.S.
img;orts of cotton, wool and man-made fiber apparel for January-April 1978 reached
925 million square yards equivalent, an increase of 27 percent over apparel imports
during the first four months of last year. This type of increase is possible because
apparel imports from some countries are not controlled by any agreement, and
because not every item of aprarel is controlled by eve?' bilateral agreement.

Tariffs are the only control on an important share of ap | imports. A reduction
of tariff rates would encourage much greater imports in all apparel areas. The need
is for tifhter import controls, both under the MFA and with tariffs Only ir this
way will the American apparel industry have the chance ‘0 maintain its current
market share.

The stand we took when the MFA extension was being negotiated is the stand we
maintain today. Imports should be allowed to grow at no greater rate than the
growth in domestic apparel consumption in the various market segmenis. Tariff
reductions would make this im ible. Maintenance of current tariff rates aiong
with rigorous administration of the MFA would provide much of the additional
control necessary for market ctability.

Anything less than strict adherence to current tariffs and MFA controls available
to us will cause serious additional erosion in apparel employment. Anything less
and our balance of payments situation will deteriorate further. Qur country cannot
afford to let apparel imports grow. We can afford to keep our workers employed and
our economy strong.

Mr. Chairman, on behalf of the American Apparel Manufacturers Association, 1
thank you for this opportunity to present our position and respectfully urge your
expedient consideration of H.R. 10853.

Mr. VaNIK. Thank you very much. I certainly appreciate your
testimony. We will move on to the next witness. I want to direct
vour attention to the red light. We are trying to get our business
over with. We have a time factor here. The full Committee on
Ways and Means will be meeting at 1:30 in this room. We are all
involved in that, the debt ceiling.

Mr. Lon Mann, president of the National Cotton Council.
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STATEMENT OF LON MANN, PRESIDENT, NATIONAL COTYON
COUNCIL, ACCOMPANIED BY CARL CAMPBELL, SPECIAL
PROJECTS REPRESENTATIVE

Mr. MANN. Mr. Chairman, I a:a Lon Mann, cotton farmer and

er of Marianna, Ark. I s:rve this year as president of the
ational Cotton Council, in whose behalf I appear today. I am
accompanied by Mr. Carl Campbell, special projects representative
of the National Cotton Council’s staff.

The council is the cotton industry’s central organization, repre-
senting cotton growers, ginners, warehousemen, merchants, cooper-
atives, manufacturers, and cottonseed crushers.

We appreciate the opportunity to present our industry’s views. In
the interest of the committee's time, I will summarize, a more
complete statement being filed for the record.

Present international textile trade agreemenis will be under-
mined if further tariff reductions are negotiated in the textile
sector during the multilateral trade negotiations. This will irrepar-
ably damage the domestic textile industry and its raw cotton sup-
pliers. It will adversely affect the price to farmers and impair our
ability to produce cotton.

Domestic mills comprise our largest and most dependable
market. ically, they consume some 60 percent of the Nation’s
cotton marketi annually, and this seldom varies much from
year to year. ile our export market is essential and we work
constantly to strengthen it, U.S. growers furnish almost 100 per-
cent of domestic cotton mill usage.

Thus, when textile imports displace American-made teatiles,
products that chiefly contain foreign-grown cotton displace those
made almost entirely from U.S. cotton. Countries sutpplying cotton
textile imports in recent ycars bought only about a fou th of their
cotton from the United States. And, of course, to the extent that
manmade fiber textile imports replace cotton textiles, U.S. cotton
is completely displaced.

In 1976, cotton textile imports were equivalent to 1% million
bales of raw cotton. In 1977, these imports were equal to 1.4 million
bales, and the first quarter of this year they came in at the rate of
1% million. Those of manmade fiber textiles were equal to another
million in each of those periods. If our cotton had supplied only a
fraction of the market filled by those imports, there would have
been no need for Government payments this year to take cotton
land out of production.

Cotton people recognize that trace is a two-way street. We there-
fore support realistic trade policy. But reasonable restraints on
textile imports are necessary if we are tc have a domestic market
and a domestic textile industry. Our textile wages are 10 to 15
times those of some of the Far tern textile exporting countries.
Our mill customers have to spend hundreds of millions of dollars to
meet environmental and worker safety standards which are not
required of most of their overseas competitors. For example, new
cotton dust standards just annouv.aced 2 weeks ago will add an
estimated $1.7 billion to the cost of the US. cotton processing
industry. Foreign manufacturers, with advantages of this magni-
tude, simp’lﬁloverwhelm domestic producers in many textile prod-
uct areas. The purpose of tariffs is to enable domestic producers to
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compete more effectively with foreign producers. They also serve to
limit the profit margin that foreign producers can maintain while
still underselling domestic producers. Tariff removal would give
foreigners additional profit incentive to work harder toward with-
drawing their countries from the MFA.

When the basic importance of the cotton industry, the textile
industry, and all those who supply them is considered—the mil-
lions of jobs and billions of dollars of income and foreign exchange
earnings both here and all over the world—changes should not
undertaken in this internationally accepted system for regulating
textile trade on a mutually benefiting basis that has evolved over
many years with the cooperation of many nations. Therefore, Mr.
Chairman, we fully support H.R. 10853 and companion bills.

Thank you for letting me present this testimony.

[The prepared statement and attachment follow. Oral testimony
continues on P. 204.]

StateMENT Or LoN MANN, PresipENT, NATIONAL CoTTON CoOUNCIL

SUMMARY

Cotton textile imports displaced U.S. cotton in the domestic market in the first
?uarter of 1978 at the annual rate of 1% million bales. But for this displacement,
arm income would have been at a more reasonable level and there would have
been n~ need for an expensive government acreage diversion program in 1978.
Because U.S. manufacturers pay wages 10 or 15 times higher than foreign mills and
must comply with expensive environmental and worker health and safety stand-
ards, they simply cannot compete with foreign textiles. For this reason, textiles
have been given special trade treatment since the Japanese bilateral of the late
1950’s, and continuing to the present Multi-Fiber Arrangement (MFA). The MFA is
a microcosm of the Trade Act of 1974 in the textile sector, and this Act is the basis
for our participation in the Multilateral Trade Ne%:)tiations {MTN). Therefore, there
is every justification for preserving and strengthening the MFA. The 1974 Act
specifically prohibits reducing tarifts if this action impairs national security. De-
fense Department statements document the security problems already created by
textile imports. Reduction of textile tariffs would undermine the MFA, which is the
only protection the U.S. textile industry has from imports. We urge the exemption
of textile tariffs from MTN.

STATEMENT

1 am Lon Mann, cotton farmer and ginner of Marianna, Arkansas. I serve this
year as Cgresident of the National Cotton Council, in whose behalf I appear today.

The Council is the cotton industry’s central organization, representing cotton
growers, ginners, warehousemen, merchants, cooperatives, manufacturers, and cot-
tonseed crushers.

We appreciate the opportunity to present our industry’s views. Qur delegates at
tiieir annual meeting in February unanimously resolved to:

“Continue to au})port appropriate federal action to provide reasonable restraints
against imports of products manufactured from cotton and cottonseed, and those
commodities directly competitive therewith, in order to hold such imports at levels
which will not cause excessive interference with domestic markets; and urge
strenghtening and effective administration of the Multifiber Arrangement and the
Bilateral Agreements negotiated thereunder; and, further, since the Multifiber Ar-
rangement and associated Bilateral Agreements were negotiated on the basis of
current U.S. duties, view with concern published reports of cuts in textile tariffs
that reportedly have been offered by the US.; and urge retention of present tariff
levels on textiles during the Tokyo Round of the Multilateral Trade Negotiations.”

Present international textile trade agreements will be undermined if further
tariff reductions are negotiated in the textile sector during the Multilateral Trade
Negotiations. This will irreparably damage the domestic textile industry and its raw
cotton suppliers. It will adversely affect the price to farmers and impair our ability
to produce cotton. )

mestic mills comprise our largest and most dependable market. ically, they
consume some 60 percent of the nation's cotton marketings annually, and this
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seldom varies much from year to year. While our export market is essential, and we
work constantly to strengthen it, U.S. growers furnish almost 100 percent of domes-
tic cotton mill usage.

Thus, in most cases when textile imports displace American-made textiles, prod-
ucts that chiefly contain foreign-grown cotton displace those made almost entirely
from U.S. cotton. Countries supplying cotton textiie imports in recent years bought
only about a fourth of their cotton from the U.S. To the extent that man-made fiber
textile imports replace cotton textiles, U.S. cotton, of course, is completely displaced.

In 1976, cotton textile imports were equivalent to 1% million bales of raw cotton.
In 1977, these imports were equal to 1.4 million bales, and the first quarter of this
vyear they came in at the rate of 1% million. Those of man-made fiber textiles were
equal to another million in each of those periods. If our cotton had supplied only a
fraction of the market filled by those imports, there would have been no need for
government payments this year to take cotton land out of production.

Cotton people recognizes that trade is a two-way street. We therefore support
realistic trade policy. But reasonable restraints on textile imports are necessary if
we are to have a domestic market and a domestic textile industry. Our textile wages
are ten to fifteen times those of some of the Far Eastern textile exporting countries.
Our mill customers have to spend hundreds of millions of dollars to meet environ-
mental and worker safety standards which are not required of most of their over-
seas competitors. Foreign manufacturers, with advantages of this magnitude, simpl
overwhelm domestic producers in many textile product areas. The purpose of 8
is to enable domestic producers to compete more effectively with foreign producers.
They also serve to limit the profit margin that foreign producers can maintain
while still underselling domestic producers. Tariff removal would give foreigners
additional profit incentive to work harder toward withdrawing their countries from
the Multifiber Arrangement.

It has been recognized for two decades that textile imports required special
treatrnent, After toriT seductions in 1955 lowered duties on cotton cloth by about 27
percent, there wis an upsurge in imports that eventually led to negotiation with
Japan for restraint of her cotton textile exports to this country. A key factor in
obtaining the agreement was a provision in the Agricultural Act of 1956 which
authorized the President to restrict textile imports. But even with the Japanese
agreement in effect, cotton textile imports tripled from 1955 to 1v60.

A year later, President Kennedy established a 7-point program of assistance to
the textile industry. It provided for negotiating restraints on shipments of textile
articles i..'o the U.S. Under this mandate, an international agreement on cotton
textile trade was negotiated which lasted for more than a decade. During this
period, cotton textile imports more than doubled.

In 1968, tariffs on textiles were again lowered, this time by an average of about 21
percent. But in the next three years, man-made fiber tzxtile imports more than
doubled, and this led to a new international eement in 1974 covering trade in
cotton, man-made fiber, and wool textiles. We fear another textile tariff reduction
will create enough additional profit incentive for low-cost foreign producers selling
in the U.S. market to cause the present agreement to break down.

Obviously, the existence of the international agreement indicates a worldwide
feelin%—developed over many years—that textile trade is a special case requirin
special treatment. The fact that the agreement’s signatories include both the devel-
oped and the developing coun:ries, indicates that it meets the needs of both to a
significant degree. In many ways, the international textile ment is a micro-
cosm of what is envisioned under the Trade Act of 1974, which is the basis for our
participation in the Multilateral Trade Negotiations.

For example, the agreement’s preamble contains the following language:

“Determined to have full regard to the principles and objectives of the General

reement on Tariffs and Trade and, in carrying out the aims of this Arrangement,
effectively to implement the principles and objcctives agreed u[)on in Tokyo lara-
tion of Ministers dated 14 September 1973 concerning the Multilateral 1)1"ade Nego-
tiations.”

The Multilateral Trade Negotiations referred to, of course, were the motivating
force behind the Trade Act of 1974. Some comparisons of various parts of the textile
agreement with the Trade Act reveal the close parallel between them.

Article 1 of the agreement reads in part as follows:

“The basic objectives shall be to achieve the expansion of trade, the reduction of
barriers to such trade and the progressive liberalization of world trade in textile
products, while at the same ensuring the orderly and equitable development of this
trade and avoidance of disruptive effects in individual markets and on individual
lines of production in both importing and exporting countries.
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“A principal aim in the implementation of this Arrangement shall be to further
the economic and social development of developing countries and secure a substan-
tial increase in their export earnings from textile products and to provide scope for
a greater share for them in world trade in these."”

e Trade Act's statement of rurpoaes (Saction 2) contains very similar language:

“To harmonize, reduce, and eliminate barriers to trade on a basis which assures
gubstantially equivalent competitive opportunities for the commerce of the United

tates;

“To provide adequate procedures to safeguard American industry and labor
against unfair or injurious import competition, and to assist industries, firms, work-
ers, and communities to adjust to changes in international trade flows;

“To provide fair and reasonable access to products of less developed countries in
the United States market.”

The three common elements are reduction of trade barriers, avoidance of disrup-
tion of individual markets, and enhancement of the position of developing countries.

Section 101(a) of the Trade Act authorizes the President to ‘“enter into trade
agreements with foreign countries” when he determines that “‘the purposes of this
Act will be promoted thereby.”

This, of course, is the very heart of the textile agreement. Its Article 4 says in
part.

‘oL Partici ting countries may, consistently with the basic objectives and prin-
ciples of this Arrangement, conclude bilateral agreements on mutual‘l{ acceptable
terms in order, on the one hand, to eliminate real risks of market disruption in
importing countries and disruption to the textile trade of exporting countries, and
on the other hand to ensure the expansion and orderly development of trade in
textiles and the equitable treatment of participating countries. . . . Such bilateral
agreements shall be designed and administered to facilitate the export in full of the
levels provided for under such agreements and shall include provisions assurin
substantial flexibility for the conduct of trade thereunder, consistent with the n
for orderly expansion of such trade and conditions in the domestic market of the

img‘;ting count?' concerned.

ion 121(aX12) of the Trade Act requires the President to work toward estab-
lishment of a mechanism within GATT for the settlement of disputes and of a
surveillance body to monitor international shipments of articles under trade agree-
ments. Articles 10 and 11 of the textile agreement establish just such mechanisms.

Import relief sections of the Trade Act are very similar to those of the textile
agreement. Section 203(aX3) of the Trade Act provides for unilateral import restric-
tions under certain specified conditions, as does Article 3 of the agreement. Both
require proof of actual or imminent damage to domestic markets before these
unilateral restrictions are imposed.

Relief through bilateral agreements is provided in Section 203(aX4) of the Trade
Act and in Article 4 of the textile agreement. Section 203(dX2) and Article 4 both
provide that imports may not he restricted below levels of a recent period. Article 4
(Annex B) of the textile agreement goes one step further in providing that under
ordinary circumstances, annual increages in import restraint levels of at least 6
percent must be provided.

As noted in the objectives, both the Trade Act (Title V) and the textile agreement
(Article 6) provide for special treatment of devel?ing countries. However, Section
503(cx1XA) of the Trade Act specifically prohibits duty-free treatment under Title V
of “textile and apparel articles which are subject to textile ments,” and refers
to them as “import-sensitive articles.” This, of course, is the most recent of the
many official acts of recognition by our government that special treatment of textile
trade is necessary. ) :

One final point should be made conserning national security. The Trade Act in
Section 127(a) provides that:

“No prociamation shall be made pursuant tv the provisions of this Act reducing
or eliminating the duty or other import restriction on any article if the President
gftermines that such reduction or elimination would threaten 1o impair the nation-

security.”

We would like to submit for the record a study entitled “The Changing Capabilit
of the lextile Indus:ry to Support National Defense.” It is written by Dr. Stephen J.
Kennedy of the U.S. Army Natick Laboratories, who has been described as the
Army’s {eading authority on textiles for the past 35 years.!

His study concludes that in such key military product classes as duck, fine cotton
goods, and worsteds, the U.S. textile industry no longer has the capacity to meet a

1 Due to length, Dr. Kennedy’s article is omitted from the hearing record and is available at
the subcommittee on trade’s office.
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gloll)jli;ation demand, and that in many other classifications, its ability to do so is
eclining.

A major reason for this is given as follows:

“The impact of imports has been serious, not just because they have taken over 15

rcent of the U.S. broadwoven goods market, but also because our national policy

as been pointed toward turning over the gro./th in the home market to the less
developed countries of the world as a first step toward their industrialization. Also
‘tihe concentration of imports in certain sectors of the market has been highly
amaging.

“The most serious aspect of this situation, however, lies in the resulting unattrac-
tiveness of the broadwoven goods industry as a potential area for capital investment
in new mills. With the groﬁt margins held down by low-price imports. there is little
likelihood of growth other thar that arising from the installation of more produc-
tive equipment in existing mills. Accordingly, looking into the 1980-85 ¢ime frame,
selected as a base for this study, this industry will be providing a smaller and
smaller part of the U.S. market, and in proportion to total consumer demand, will
have less capacity to meet combined military and civilian demands in a future
emergency.’ ?

On the ﬁrounds of national security alone, the United States should not risk
upsetting the international textile agreement by negotiating tariff reductions in this
sector. And when the basic importance of the cotton industry, the textile industry,
and all those who supply them is considered—the millions of jobs and billions of
dollars of income and foreign exchange earnings both here and all over the world—
changes should not be undertaken in this internationally-accepted system for regu-
lating textile trade on a mutually-benefitting basis that has evolved over many
years with the cooperation of many nations. Our industry supports H.R. 10853 and
companion bills and recommends early and favorable consideration by this Commit-
tee. | appreciate the opportunity to present our views.

1p. 82
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THE CHANGING CAPABILITY OF THE TEXTILE INDUSTRY

TO SUPPORT NATIONAL DEFENSE

by
DR. STEPHEN J. KENNEDY

FOREWORD

This study is directly related to the Army’s research and development on new and
improved materials for the soldier’s clothing and personal life support equipment system
that could be produced quickly from a broad base of the textile industry’s facilities to
meet the logistical support requirements of a possible future mobilization.

Since all textiles come from a common supply of raw materiais and the same pool
of production equipment, this study necessarily relates to all textiles used by the Defense
Estzblishment, and specifically from the Army's stan&point. to all common use items used
by a!{ the military services for which the Army has assigned responsibility.

Recent trends in the textile industry as a result of increasing textile imports, the
revolutionary changes occurring in textile manufacturing, and the relative shrinkage in
size of the industry's broadwoven goods manufacturing capacity in relation to total con-
sumer demand, necessitate a reappraisal of the capability of the textile industry to pro-
vide sdequate support to the military services in some future national emergency.

This report attempts to formuiate soine of the problems which can be foraseen at
this time, and to indicate some of the factors that would be involved in assuring an ade-
quate supply of essential military textile materials.

The author of this report, Dr. Stephen J. Kennedy, has, for the past 32 years, been
the Army’s leading authority on textiles. During World War il, he served as a lieutenant
colonel in the Research and Development Branch of the Office of the Quartermaster
General, Washington, D.C., in charge of textile research and development. Following the
war, he was appointed Chief of the Textile, Clothing and Footwear Branch in Quarter-
master research and development, and following the move to Natick, Massachusetts in
1954, continued in that capacity. With the formulation of the U.S. Army Natick Labora-
tories, he was appointed Director of the Clothing and Personal Life Support Equipment
Laboratory.

Prior to World War 11, Dr. Kennedy had an established reputation in textile economic
and market research. He is the author of "Profits and Losses in Textiles,” published by
Harper & Bros., and co-author of ' Textile Markets,”’ a report of the National Bureau of
Economic Research. He has also published many articles in trade and technical publica-
tions.

Dr. Kennedy has been the recipient of many honors from scientific and technical
societies and is widely recognized as an authority on textiles in industrial, technical and
government circles.

JOHN C. McWHORTER, Jr.

Brigadier General, USA
Commander, 1J.S. Army Natick Laboratories
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I, INTRODUCTION.

During the past ten to fifteen years profound changes have been takirig place in
the United States textile industry and in the American textile markat which are of
great importance to the Department of Defense in respect to the future capability of
the industry to meet military needs for textiles in large quantities gquickly in a time
of mobilization. These changes have included:

— Very large imports of textiles, which have retarded expansion of textile
industry production capacity proportionate to the ¢~ -th of the market, particu-
larly in the broad woven goods segment of the industry upon which the military is
dependent for by far the largest part of its military textile requirements.

— An increase in the rate oi change in consumer textile products which has
caused continual changes in the make-up and production capabilities of the :ndustry’s
production base.

— Long-term trends in the prices of the various textile fiers as a res:#'1 of which
cotton is no longer consistently the fowest-price textile fiber.

— Growth in the consumption of man-made tibers to the posnt where the con-’
sumption of these fibers exceeds that of the natural fibers.

— A technological revolution in practically all phases of textiie mcruiacturing.
— The rise of labor shortages in the major textile manufacturing areas.

The z-ove trends, along with others that could be cited, have already had a def-
inite effect upon the potential of the textile industry to produce the textiias required
by the military for support of military operations. A continuaiion of these trends into
the 1980's, which appears likely, may make it very difficult or even impossible for the

textile industry to supply the textiles needed for support of a majo: military mobiliza-
tion.

Industrial mobilization planning as it has been carried on in the past by the Depart-
ment of Defense has assumed the production base of industry to »u relatively static; i.e.,
that a mill having certain equipment and maxing 4 ceriain type ot proluct would con-
tinue to be making essent.ally that same type of product at some future date. lrrdustiial
mobilization studies of the textile industry prior to World War 1l couid be based tipon
such an assumption because the industry in general conformed to that pattern.
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Today, nowever, the industry is subject to such rapid change that it would be not

only futile but misieading to attempt to base plans for mobilization of this industry at
some future time upon this assumption. In order to keep abreast of changes in the
market, textile management has bscome basically market-oriented and is prepared to
change manufacturing facilities to meet market trends far more readily than ever in the
past. Mills making one product this yeadr may be converted a year or two from now to
making 3 wholily different product us:.« quite different production equipment.

In contrast to these industry trends, the technical requirements for military tex-
tiles are relatively inflexible. There are certain functional requirements in the clothing
and equipment of the soldier, in body armor, in parachutes, and in other military tex-
tile uses which can only be met by specific types of textiles. Some changes in the tex-
tiles used by the mititary services can be expected to occur as a result of technologicat
advances, particularly in the development of new fibers and modifications in existing
fibers and manufacturing processas. Also, miititary research and development directed
toward exploitation of technolcgical advance: in industry will undoubtedly lead to
changes in military textiles. Yet, thera are certain basic technical requirements that must

be met, and for these an adequzia indusiry base to produce these kinds of textiles would
be needed.

That a critical supply problem could occur in textiles has not been seriously con-
sidered in the past by the military services. Generally,it has been assumed that, in an
area like textiles, where the military product resembles the kinds of products the indus-
try makes for civilians in time of peace, the industrial capacity could be quickly turned
around in time of war to producing what the military would need.

The performance of the textile industry in meeting military requirements in Worid
War |1, the Korean War and our invaivement 11 Southeast Asia has contributed to this
attitude. However, the unusual circumstances and the extraordinary efforts which made
it possible for the textile industry 1o supply the military with its requirements during
World War i1 are nn longer generally known. Also, just how the supply goals were met
during the Korean ‘Nar and why the problems that arose did not create a crisis are like-
wise not remembered. The creeping rate of involvement in Vietnam would not have
been expectsd to create a serious crisis in obtaining supplies of textiles. Yet, at one
point in the war, consideration had to be given to the possible purchase of cotton duck
abroad, in addition to which support of the Army, Republic of Vietnam (ARVN) was
met by large off-shore procurements of many kirds of textites.

3289 0-18-6
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There 1s a complacent feeling with respect 1o textdss that “it could not happen
here’” — that the textile industry will always be abte to tuke care of military needs.

That can no longer be taken for granted.

The textile industry as it existed in these three war periods of the past thirty years
no longer exists. The circumstances which made possible the successful supply support
of textiles and products made from them during these three wars could not possibly be
re-created. Both the military services and the textile industry have a whole new sat of
factors to deal with, and over the next ten to fifteen years, far greater changes must be
expected to take place. To be prepared to keep pace with the changing production
capabifities of the textile industry, a major re-orientation is required in the attitude of
the military services toward the industry, in the development and adopt:on of new mat.
eriel using textiies, and in industrial mobilization planning.
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. MILITARY REQUIREMENTS

The term “military requirements” is used to refer both to the quantities of suppiies
that may be nesded by the military, and also to the functional performance characteristics
of materials and items of supply. Quantitative requirements in turn must be defined both
in terms of the rate at which supplies must be made available and the total quantities needed.

Quantitative Requirements

Perhaps the most effective vay by which to gain a perspective as to the amount of
supplies such as textiles that would be required in a major mobilization would be to review
the nature of the mobilization that has occurred in each of the three wars in which our
country has besn engaged during the past thirty years.

Figure 1 shows the rate of increase in total military strength for sach of the three wars:
World War |1, Korea and Vietnam. The base date used for W' ld War 1§ is June 1941, at
which time mobilization was actually going forward rapidly, as is shown in Table |: from
June 1939 to June 1941, the strangth of the military forces had been increased from
334,473 t0 1,801,101. (The further increase by the end of December wis relatively small.)
June 1950 has been used as the base date for Kores, and Jurw (965 for Vietnam.

it will be evident from considering both the rate and the extent of mobilization in each
war that they represent three entirely different types of mobilization. They can perhaps be
best categorized as total mobilization of the country’s resources for an all-out war for World
War 11; alimited but rapid mobilization necessitated by an enemy attack in a single theater
for Korea; and a gradual mobilization to support a limited military objective for Vietnam.

With respect to mobilization of industry to support the military forces in these three
engagemaents, it will be evident that the demands placed upon the industry were completely
different in each case. In World War i, total strength of the military forces was increased
to over six Lims that of the base period, wheress for Korea, it never rose to more than two
and a half times the pre-war figure. The comparison between total manpower in the three
war periods is clexrly shown in Figure 2 which shows the actual strength of the armed forces
over this period.

Looked 2t from the standpoint of rate of mobilization, the military strength was almost
doubled in the first seven months of the war in World War 11 2d then more than doubled
again during the next year, whereas in Korea, it was doubled during the first year of the war,
and did not rise much further during the balance of the ‘war. In Vietnam, military strength
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rose only gradually to a peak three years after the major military effort got underway.

From what is indicated in these charts, reflecting on our experience in mobilization
in three wars during the past third of a century, it is clear that there is no single paltern
or formula from which to project possible future requirements, or the character of the
industrial mobilization that might be thrust upon the textile 'industry at some future date.

The most that can probably be said at this point might be that the importance of
maintaining strong forces in being to prevent or deal promptly with brush fires before they
grow into major confrontations, has apparently come to be recognized as an essential ele-
ment of our military posture. Even this position, however, might be subject to modifica-
tion with some easing of international tensions.

How then does one project possible needs from which some estimate might be arrived
at that would be meaningful in relation to the industry’s future capacity for production?

industrial mobilization planning has had to daal with this problem since it was first
brought into being under the National Defense Act of 1920, which assigned to the Assis-
tant Secretary of War responsibiiity to assure “adequate provision for the mobilization ot
material and industrial organization essential to war-time needs.”

The experience in World War | where we recruited two million men and sent them over-
s8as after an average training period of nine months, but found it would take two years to
supply them with munitions, necessitating their use of ejuipment furnished by our Allies,
demonstrated {hat manpower and '&ndustrial mobilization had to be simuitaneous and syn-
chronized in military praparation.

The gene:al principles followed in industrial mobilization planning have been to locate
sources that might be able to produce standard items of equipment, to allocate to each a
certain quantity ot the overall estimated requirement for a particular type of material, and
to prepare plans which would enable that firm to go into production quickly, with minimum
loss of time, when an emergency arose.

The details of this type of planning are well known to the industry and need not be
repesated here. Particularly critical are the measures that could be taken to reduce the time
by which the supplies couid be produced. These involveboth the administrative lead-time
of the government procurement activity, and any constraints which might be piaced upon
it with respect to procurement action, and the production lsad-time which, even when
compressed to a minimum, cannot physically be reduced beyond a ceriain period of time
before goods can come off the production equipment.

1
Thomas M. Pitkin and H«bm R. Rifkind, Procurement Planning in the Quartermaster Corps,

Quartermaster Corps Mistorical Studies No. T, March 1943, Foreword.
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Here, it may be pointed out that during Worid War i, in an ail-out committment,
many contracts were negotiated and a contractor could come into the procurement office
and walk out with an order, . nd almost without regard to cost, stop his factory and
start up on the military product. in contrast, during the war in Vietnam, normal pro-
curement restraints prevailed for the most part, so that administrative lead-time amounted
to ¢ »out three months before the contract could be awarded.

What the production lead-time would be in most textilie mills would vary with the
product, but for practical purposes, a period of nat less than three months woulid be
required to start getting gray goods made from spun yarns off the looms, with another
month for finishing, and with the rate of delivery depending upon the number of iooms
committed to the contract. The textile industry normally operates on contracts to run
for not less than ten weeks. Added together, this would give a time period for delivery
of a contract of about six monthz. One goal of mobilization planning has been to find
ways to reduce this overali time periodbefore anemergency developed.

This matter of rate of mobilization, both of men and materiel, is hig" ly critical from
the standpoint of meeting a military emergency.

In both World Wars | and |1, we had warning time for preparation, with other powers
engaging the enemy while we had time to bring to bear the long-run superiority of Ameri-
can potentiality for war, rather than having had to be in a state ¢! readiness for war which
might have determined if we would have the ability to use that potentiaiity.

A significant comment with respect to this whole matter of preparedness was made by
General Eisenhower in his final report as Chief of Staff of the Army, in which he said,
"What we aras able or not able to do within the first sixty days of another war will be
decisive it its determination of our ability to carry the war to a successful conclusion.”

While this statement would not have been applicable to our creeping involvement in
Vietnam, it proved literaliy true in Korea. From June 25, 1950, when the North Korean
invasion of South Korea began, it was only by September 10, after a strategic retreat, that
the United States and the allied United Nations forces could stabilize the tront at the beach-
head around Pusan, thereby occupying the enemy forces so as to permit the Inchon landin)
on September 25.

it is no criticism of the procurement plans prepared prior to World War (1 that mobili-
zation for that conflict actuslly began during peace-time, two years before Pean arbor.

2Dwight D. Eisenhower, Final Report of the Chief of Staff, United States Army, to the
Secretary of tha Army, February 7, 1948. pg. 17.
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This partial mobilization, to which was added the purchase of supplies for Lend-Lease,
brought military procurement of all types of supplies to a relativel:s high level befare Docem-
ber 1941, transcerding the procurement plans that had been develoned, although the ground-
work that had been laid with the industry in the preparation of the pians proved very uselul
in getting industry ready for production for military support.

Worid War 11 confirmed the belief that it was the ultimate capacity of industty to pro-
duce that wou'd determine the outcome of a war. The term, “Arsensi ior Democracy'.
which was a key slogan during World War |1, expressed this concept.

Similarly, our experience in Kcrea, which did not involve full mobilization with atten-
dant demands on the nat:on's industrial strength, confirmed, however, the importance of a
strong industrial base to support a relatively large military establishment in a cold war setting.
In this conflict, the concept of readiness for total mobilization, in the event it became nec-
essary, received strong recognition.

In planning in respect to some future emergency it must be kept in mind that the estim-
ates of the quantities of textiles that would be needed would be the end result of predictions
and calculations based upon assumptions and objectives established at high policy levels.
Such predictions would have to involve the consideration of a highly complex array of un-
known future events, most of which would be beyond the control of those formulating the
plans. ircluded would be assumptions as to basic strategic plans, enemy capabilities and
probable intentions, possible theaters of operation, anticipated size and composition of the
military forces required, the projected rate of mobilization, methods of delivery of troops
and supphies, and, quite obviously, a host of other factors. As changes in our defense posture
and internutional tensions occur, changes in estimates of the strength of the forces needed
would undoubted!y also be altered; such alterations, in turn, would necessitate reconsider-
ation of the industrial mobilization plans.

White all mobilization plans are affected when such changes occur. those pertaining to
support of the individual soidier are particularly vuinerable, both in respect to the total
quantities of supplies required and the particular types needed. The climate of the projected
theater of operations, for example, would determine whether cold weather or hot weather
clothing was needed, and what kinds of sleeping gear, shelter and other troop support equip-
ment would be required. The threat of the possible use of chemical warfare by an opponent
could necessitate making available large supplies of chemical warfare protective clothing.
There would also be the possibility that new types of weaponry or new chemical warfare
agents might be employed which would sxceed the protection capabilitiz- of available per-
sonnel armor or protective clothing, necessitating immeriiate redesign of existing items, or
the production of new onaes, with a corresponding shift of textile production and the end
itarns made from them, to meet such new threats.

10



86

In determining requirements for textiles and clothing, there are furthe. production
and distribution factors related to sized items. These necessitate the production of arlder)
Quantities to assure fit .t the point of issue. Also, there is the uncertainty as to replace-
ment requirements, sirice some items of clothing and equipment have relatively long poten-
tial tife, and their rate of replacement would depend upon the intensity of the conflict and
the prarticability of field repair and re-issue.

Just what build-up in military manpower might be necessary in a future mobilization
15 beyond any determining at this time. However, it may be helpful, in thinking about this
problem, to use 2 hypothetical situation in which mobilization would involve at {east doub,-
ting the size of the armed forces from a base of around two million men for conducting a
war in a temperate climate area. Such a hypothesis falls in-hetween the two extremes of
the World War 11 situation, and the slow build-up in Vietnam, and can form the basis for
checking the impact of trends in the textile industry upon its capacity for military produc-
t.on. Also, it may serve as a useful base-iine for projecting upward or downward the possi-
ble requirements of the military.

11
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Technical Requirements

The textiles required for military use can be grcuped into nine general classes
as follows:

TABLE #

PRINCIPAL. CTLASSES OF MILITARY USES FOR TEXTILES

Specific Military Technical Requirements
Unifor>s

Wirtar Service Uniform
Simmer Servite and:or Semi-Oress Uniform
Utility Uniform

Protective Clothing/Equipment Systems

Hot Weather Clothing

Cold Weather Clcthing (Including Temperate Climate Winter Clothing)
Extreme Cold Weather Clothing

Desert Clothing

Army Aviators' Clothing

Combat Vehicle Crewmen's Ci-thing

Chemicai Warfare Proteciive Clothing

Personal Equipment

Perionne’ Armor

Tents, Pauiins 1:d Covers

Parachu'gs and fslated Airdrop Equipment

Personiel Parachutes
Carpo Pararhutes
Cargo Tie-Down Equipment
Miscellaneous Military Uses, not included above
Yechnical Requirements Similar to Those of Commercial Materials

Other Clothing
Hospital, Service, Safety, etc.

Housekesping Tentiias
Sheets, Towals, Blankets, etc.

Textiles Usad as Components of Other Military Material

Tire Cords

Hose and Balting

Electricel Apprications
Reinforcamaents for Plastics
Mbher Component Uses

Textiles Used 1n Industry in the Production of Military Materiel

12
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It will be apoarent from the above list that the textiles required for support of
mititary ses fall into two general groups: the iirst five classes, which have distinct
military technical requirements related to their military uses, and the lower four
classes for which the technical requirements would not be significantly different
trom those for products used for similar purposes in the civilian economy.

With respect to the latter, it need only be said that in a mobilization situation
there would not need to be amy significart change: in indu:trial production. The
principal impact would be a surge upward in the quantity of those types of textiles
Jemanded of the industry, with the increase proportional in some way to the rate
of mobitization or the general rate of production of military hardware.

it 15 the textiles in the first five groups which are normally thought of as “military
textiles’”. This is proper since they have distinct functional requirements, which al-
though matched in some measure in corresponding items used by civilians, would re-
quire both in their firm technical characteristics, and in the volume in which they would
be required in a mobilization, large scale changes, in time of war, from normal commer-
cial production.

It is important, accordingly, that there be a clear understanding as to the required
technical characteristics of these military textiles. These are listed in Appendix A
according to “'critical”, “essential” and “‘desirable.’’ The definitions used for these re-
quirements are as follows:

Critical — Requirements which cannot be compromised without endangering
life, heaith, or military capability.

Essential — Requirements essential to end item or system pertormance, the
absence of which would adversely affect the accomplishment of
a military mission.

Desirable— Requirements which enhance the protection of the user, extend
the life of the item, or bui.d morale through improving the mili-
tary appearance of the troops.

The technical characteristics listed in Appendix A can be accapted as based on ex-
tensive research and testing which ha - estat lished functional performance levels for the
materials to be used in the protective clothing and equipment or other items of military
equipment. They estabiish limits beyond which the substitution of commercial materials,
either 'off the shelf’’ or from commes=rcial production, could not be made without com.-
promising critical o: essential requirements or impacting on the functional efficiency of
combat troops in military operations.

13
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The materials currently being used for these various uses, however, are not to
be regarded as necessarily the materials which would be required at some future date.
Therein lies one of the problems of establishing military reserves. Technological prog-
ress of the type which has been occurring in the textile industry during the past twenty
years should make it possible to produce new and more efficient materials every ten
years or less. This could apply at present both to the textile fibers themselves and to
the form in which they are used in the various end items.

On the other hand, it will be apparent from examination of the criticai and essen-
tial requirements of most military textiles, that these requirements can be met at this
tirne only with woven textiles. There appear to be few places where any significant
quantities of knit or non-woven fabrics of the types presently available could repiace
broad woven fabrics. For many uses, only broad woven textiles approaching the limits
of weavability will meet the technical requirements.

There are aiso significantly iarge requirements for narrow woven fabrics — webbings
and tapes. While the requirement for heavy webbings has been reducec by the adoptior
of lighter weight nylor webbings in the soldier’s pack and l0ad carrying system, the total
requirement must be recognized *o be large. In this connection it shouid be noted that
there had to be priority action in World War |l to build webbing looms to supply the
military need.

Other important military technical requirements include those in dyes, particularly
dyes in camouflage colors; and speciaity textile chemicals; and production equ )ment
for making such items as helmets, parachutes, and tents. In peace-time, there is onlv
a limited industry capacity for these items.

Administrative Actions to Reduce Requirements

Tha support required of the textile industry in any future mobilization v ill be dif-
ferent ir rnany respects from what was required in both World War || and the Korean
War, arui also in important respects from what the industry has been asked to do during
the war in Vietnam,

The centralization of procurement of textiles, clothing and relatec equipment in 'he
Defens: Supply Agency, specifically at the Defense Personnel Support Center. has over.
come what was one of the most frustrating problems of World War 1| wirere there viere
three separate procurement centers for the Army, the Navy, and the Marine Corps, each
compsting with the other for the same production facilities and each armed with priorities.

14
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While a modus vivendi was established between these competing services before the war
was over, there can be no question that the concentration of all procurement for all the
military services in a single procurement center 1s a distinct gain for the industry and
would make its support more effective.

Also, over the past fifteen or more years a major program has been conducted to
eliminate as many separate items from the system as possible and to concentrate on
standard items which can be used by all of the military services. This standardization
and simplification program, which was initiated by a Department of Defense Directive
issued 15 October 1954 and carried out over the next ten years, extended throughout
the entire spectrum of clothing and equipment items and their component materials.

It re<uited in substantial savings in costs of procuring and issuing the multiplicity of
textile items which are required for support of the military forces. More important,
from the industry standpoint, military requirements became concentrated on fewer items.

A summary statement which was prepared in 1962, while the program was still in
progress, showed that 88,658 line items had been eliminated from the supply system.
(On sized items, each size is carried as a separate line item of supply.)

Examples of standardization would include the adoption of single items for common
uses such as underwear, socks, utility clothing and equipment. The case of dress shoes
illustrates what was accomplished. During World War 1i, the Army, Navy, and Marine
Corps all bought different shoes made over different lasts. A total of around 295 sizes
was required to cover each using service. By the adoption of a new last, common to all
services, agreement on the use of black color shoes, and the elimination of aiternate
widths, a total of only 113 sizes met all requirements except for the Marine Corps which
continued to use a brown shoe, although made over the same new last.

This same type of standardization and simplification has been extended throughout
ths textile and clothing area including component materials in service uniforms. it has
resulted in reduced costs to industry and to the government through permitting large rurn:
on a few standard materials and eliminating the costs and delays in changing over from
one fabric to another. it has also enabled industry to plan more effectively when miii-
tary textilies were to be procured and substantially simplifisd the whole procurement/
production process.

15
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In addition, Ly adoption of the point system for quality definition of textiles,
the military and the industry jointly have achieved a single set of standards by which
to determine quality levels for acdeptance. This action, together with a continuing
program of coordination of specifications with induztry has greatly improved commun.
ication between the military services and the textile industry, and the basing of the req-
uirements for military textiies upon the changing capabdilit.»s of the industry and trends
in commercis! production.
Industrial Mobilization Planning

A brief word should be said also about industrial mobilization planning and the
Mobilization Materiel Procurement Capability for textiles, clathing and other end items
made from textiles. Currert industrial mobitization planning takes into account the
general principle that mobil:-ation reserves of materiel pius stocks in the hands of troops
and due in are expected to meet the demands expected to be placed upon the supply sys-
tem subsequent to M-Day until the rate of industry production for an item of supply equals
or exceeds the rate of consumption and cnntinues to do so thereafter. This point in time,
referred to as ""P-Day’’, of necessity varie: frorn one product to another.

The most optimistic estimates, where an all-out mobilization effort might be under-
taken, could rot place P-Day sarlier than twelve months after M-Day on most textile prod-
ucts. This timing includes starting of deliveries of textile materials witirin 3-1/2 months
after M-Day, and deliveries oi and items starting about 3-1/2 months later. 2a.

To raise the leve! of production to a rats that would meet possible demanc for initial
issue and pipeline supply could not realistically be expected to occur in less than twelve
months, if it could be done by that time. Many factors would, of course. influence this
timing, and it could be considerably longer on some items. It would be scarcely realistic
to assume, however, that after a period of peace lasting for ten to fifteen years, mobiliza-
tion reserves of cloth and end items could be large encugh to spare the industry the need
for a major immediate conversion to military textiles on a very large scale, particularly
during the first year of the war. The extent and character of such a conversion, in response
to industrial mobilization requirements, constitutes, in effect, the precise problem with
which this study is concerned.

2a- U.S. Defense Personnel Support Center, Production and Leadti:ne Estimates,
Philadeiphia, Pa., July 1967. *
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Hi. INDUSTRY RESPONSE TO MOBILIZATION REQUIREMENTS

Convaersion of ind.: stry on a mobilization scale to the production of military textiles
and related products would need to include, among other actions, the following:

— An overall increase in production, if at all possible. This wouild require some un-
used capacity being available, relatively large supplies of raw materials, and extra manpower
in tha major textile producing areas.

— Conversion of mills from making civilian products. This would inciude utilizing
the capacity both of mills making products akin to those required by the military, and
those which normally would produce quite different textiles, but which could be converted
if either raw materials or yarn could be made available, and if cost was not a deciding factor.

Ouring the first year of Worid War Ii, when a3 major mobilization necessitated all-out

production, the textile industry did succeed in increasing total production, as shown in
Figure 3.
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Source: Textile Economics Bursau, Inc,, “Textile Organon”, March 1962.

17



93

In terms of mill consumption of fibers, a peak of 6,896 miltion pounds was reached,
an increase of 6.3% over the previous year, and a high that was not c¢aualled again until
1962. This leve! of production couid not be maintained, however, due primarily to the
labor shortags that developed in the textile industry during the war,

Caliveries of textiles, purchased as such by the Army Quartermaster Corps, but not
includirg deliveries to the Navy and Marine Corps, are shown in Table (11

TABLE i

DELIVERIES OF SELECTED TEXTILE FABRICS
TO THE QUARTERMASTER CORPS

{000 sq yds)
Emergency Period Jan.—Aug.
July 1940-Dec 41 1942 1943 1944 1945
Cotton Cloth 157,441 535,017 626,256 529,514 268.250
Wool Cloth 70,025 120,978 86,220 56,52 70,479

Source: Statistical Yearboaok of the Quartermaster Corps, 1943, 1944, 1945.
b If allowance is made for the added requirements for the Navy and Marine Curps which
were 25% of the Army strength in 1942, 29% in 1943, and 43% in 1944, and for the indirect
requirements whera the textiles ware not pracured as such directly from the industry, it will
be evident that total military requirements were cutting sharply into those segments of the
industry where rnilita-y requirements were concentrated. v

The raduction in the amount of texiiles which was left for the commercial market,
based upon total fiber consumption has been shown in Figure 3. From a per capita con-
sumption tor civilians of 44.2 pounds in 1941, the amount dropped to 34.3 pounds in 1942,
and conti?vuod to decline to only 27.7 in 1944. This shortage of assential civihan goods in
turn ¢ ated oroblems of price control of tremendous difficulty which, in fact, proved beyond
solution. Clothing price rises accounted for nearly half tha rise in the total consumer price
index during the war, and the shortage in essential civilian clothing was sven more acute by
the middie of 1946 than at any time during thz war.3

Three facts stand out from this Worid War |l industrial mobi'ization: to meet military
demands for a iroop mobilization of tnat size, a vary large segrent of the total industry had
to be converted to producing military textiles. Unused capacity and the conve. sion of some
mills which were curtailed from their normai civilian markets made only a limited contribution
to the total output.

3 - Wilfred Carsel, 'Wartime Apparel Price Control*’, Office of Price Administration, U.S.
Governme. . Printing Office, Washington, D.C. 1947. p. iii.
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Second, the prompt conversion of sufficient production capacity to meet military
demands was successfully achieved only because of the immediate availahility of large
supplies of raw materials.

Third, the industry did succeed in building up production of military textiles ¢:ring
the critical year of mobilization at u sufficient rate to keep ahead of manpower mobiliza-
tion. Fiquin 4 and Table 1V show that the peak in textile nroduction, as show.: ' fams
of vnuil fiber << rsumption, was reachen ... 1942, whereas a corresponding fise in man-
power came in 1943. 1c<tile produ:uon then levelled off while military strength con-
tinued to increase.

TABLE v

TOTAL FIBER CONSUMPTION FORMILITAR Y USE

Tota! Fiber Military Personnel
Consumption Strength
Year Calendar Year Index as of 30 June Index
{000,000 Ibs.) (000.000)
1941 390 100 . 1.8 100
1942 2179 560 . 39 214
1943 2291 538 e 9.0 502
1044 2304 590 116 636
1945 1646 423 e 12.1 673

Source: Textile EconomicsBureau, ‘Textile Organon’’, March 1962;
*‘Selected Manpower Statistics’’, Department of Defense, OASD
Comptroller, April 15, 1972. -

Conversion of the Woolen and Worsted Industry

There were fou: (ypas of military textiles which presented special production problems
during World War II, These same types can be expected to present coriesponding prodliems
during any future mobilization, since they represent military uses having basic technical re-
quirements. One of thesae areas was uniform fabrics.

In the conversion of the woolen and worsted industiy to military production during
World War L1, the two basic requirements outiined above could fortunately be met: there
was an ample supply of raw wool, and there was available unused manufacturing capacity.
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By agreement between the aovernmaents ot the Umited Kingdom and the United States
in December 1940, a stockpile of Australian wool was established in the United Stairs. Due
to the subma:ine blockade, which cut off Australia from European markets, it was decided
to move Australiaii weo! Lo the United States and to create: a stockpile of 250 milticn pounds
which could be used by either government. A reserve supply was needed to support the
United States woolen and worsted ird.stry, since even in peace-time during the 1930’s, dom-
estic production in 1940 amounted to only 189 rm.llion po.nds { figures on a scoured basis).
During 1941, consumption rose to 509 mtlion pounds. !n actual ‘act, with ships returnming
from Australia, to which they had c2rried war supplies in support of our troups 1 the South-
west Pacific, there were ample bottoms ror bringing over wool, 50 that by the end of 1943,
even after allowing for the large scale consumption in support of military demands, the stock-
pile had risen to 400 million pounds.

A particularly important action by the United States government which enabled practi-
cally every mili in the industry to participate in military production was the recognition ot
the differences in cost between integrated mills and those which either did not have combing
or spinning facilities, and the adoption of a pricing poiicy giving a differential in price to
mills having to go to other mills for wool tops or yarn. By distributing the heavy buying pro-
gram over the whole industry, all mills were brought into military precuction quickly, enabling
the industry to reach a high level of production in 1942, the first year of the war 2

A special problem arose in getting an adequate supply of wool blankets. This require-
ment was met in part by the conversion of carpet milis which were shut off from supplies of
wool for civilian uses, to producing wool blankets. This type of conversion had been contem-
plated in industrial mobilization planning, and a number of mills were prepared with experi-
ence to make this conversion.

in summary, all of the requisite factors necessary to nromp* 'arge-scale conveision of
this part cf the textiia industry were present when the attack on Pearl Harbor set in motion
the enormous mobilization of military manpower that was undertaken during World War 1.

4 - Glen F. Brown, ‘‘Quartermaster Purchases of Wool Cloths and Blankets for World War 1"
Textile Series Report No. 1, Office of \he Quartermaster General, Washington,D.C.
6 Feb 1946.
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Conversion ~f the Cotton Textile industry

(Other than Duck and Webbing)

With respect to cotton goods, other than duck and webbing, the same general situation
existed as for wool textiles. There were ample stocks of raw cotton, since the carry-over at
the end of August 1941 amounted to 12,165,000 bales, and even though this stockpile was

reduced during the war, there was still a stock of 11,163,700 bales on hand at the end of the
war in August 1945,

Also, as with wool, the build-up perind prior to Pear! Harbor had initiated the industry
into ;elatively large-scale production i military textiles, with resulting conversion of a cer-
tain part of the industry's manufacturing capacity. Also, many of the textile fabrics required
by the military were either identical with or closely similar to corresponding civilian textiles,
so that a change-over to military production could be made with a minimum of disruption.

The most important unbalance that occurred was in fine combed cottons, where the
military need for heavier fabrics than were normally produced iri most fine goods mills, plus
the requirement for plied yarns, created a shortage in spinning and twisting capacity. Delays
resulting from this situation cannot be said to have been critical, since some substitutions of
carded single yarn fabrics were made as on the Army's 8.2 oz. uniform twill, and in general,
the industry met the military delivery schedules. 1t was apparent, however, in 1944 when
planning got underway for the attack on Japan, at a time when we were simultaneously in-
volved with the problems of the winter of 1944-45 in Europe, that military requirements
had reached the limits of the capacity of the coinbed goods segment of the cotton textile
industry. Foriunately, the war ended before this limitation affected military operations.

Conversion of the Cotton Duck and Webbing Industries

The two other types of textiles where difficuit production problems arose during Worid
W r 11 were cotton duck and webbing. Securing the requirements of cottcn duck and webbing
tor tents, paulins, equipage, covers, carrying cases, and the many miscellaneous military re-
quirements for duck and webbing became the major problem of textile supply during World
War (.

The basic difficully was that the cotton duck industry was relatively smal! and in peace-
time did not produce anywhere near the quantities required in time of war. 1n asense it
resembled the armaments and ship-building industries. Unlike those industries, however, the
solution in increasing output did not lie in building large, new production facilitie.. but in
skillful conversion of other mills to the making of cotton duck. A similar problem existed
in the narrow fabrics industry which did not produce in peace-time anywhere near the quan-
tities, particularly of heavy webbings, recuired by the military mobilization.
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In sddition to tlic requirement for increased yardaye, there was the further requine.
ment that all duck d suned for tentage, paulins, and other covers, required fireproofing
with the Fire, Water, Weather and Mildew Resistant treatment which had been adopted
by the Army in 1341 Tha finish, developed by Wm. E Hooper & Sons, Baltirore,

Ma: vland, necessitated the setting up of finishing plants designed to apoly tne * A~ from
a solvent rather than by .vct finishing; also, 1t required two essent o) materials: “hionnated
paraffin and antimony ov'd. , the latter having to be nmpurted, with principal suppiies com-

ing from Africa. Sunnties of both materialc were short, together with the copper naphthen-
ate later added to providc mildew resistance. Furthermore, the techinnlogy was new, many
new producers were needed to provide the required output, and, overall, the experience
reflected the technical difficulties of going into production on a new textile finish before
the process technology had been proved and the product adequately tested. 5

Since tents were going ta have to Le required for housing of troops while cantonments
were being built in posts, camps, and stations, and for al! forms of shelter required by our

expeditionary forces, the total requirements were not only great but the need for immediate
supply was critical.

Tents supported by poles and pins are the most efficient portable shelter there 1s with
respect to cost, weight and bulk, and also require the minimum traisport facilities of any
form of shelter. A typical tent, the Tent, General Purpose, Medium, weighe only 0.91 ths
per square foot of fioor area. Tentage thus constitutes an essential requirement for an army
moving into combat, particularly in temperate and cold climates, as well as 1n areas of heavy
rainfall in the tropics. This was true in World War 11, and is still true — there has been no
replacement developed for the pole-and-pin tent that 1s as efficient for troops in the fieid.

The existence of the problem of getting an adequate supply of duck was wetl under-
stood both by the industry and by the military. The Quartermaster Corps had worked out
mobilization plans for conversion of mills to producing duck and the industry knew that
drastic measures would have to be taken. What neither was prepared for, as the crisis in
supply developed, was the impact of separate procurement by each miitary service, and
by the end-item contractors who were to use contractor-furnished materials. The cross-
bidding that occurred created inordinate confusion in the industry. On the basis of com.
petitive bidding, a mill might get twenty requests for quotations on an invitation to bid,
and might get no sooner warped up to supply one order than it would receive another
order with a higher priority.

Fortunately, in February 1942, procurement of ail cotten duck was centralized in the
Quartermaster Corps for all military and essential civilian use, and procurement placed on

5 - J. 0. Small, 'Duck, Cotton: Fire, Water, Weather and Mildew Resistant’’, Office of
the Quartermaster General, ‘Washington, D.C., Sept. 1945. pp. 10-13.
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a negotiated basis. A mill could, in a matter of a few minutes, come out with an order in
hand. Prices ranged from the level of the integrz.ed mills to a level some fifty percent
higher for the converted mills. The conversion of some of thase mills was made possible
t:y the fact that the Japanase conquest of Indonesia and Malaya cut off the supply of crude
rubber to the United States, thereby reducing tire manufacturing and making plied cotton
yarn manufacturing capacity available for other uses. The 70 million pound capacity for
plied cotton yarns of the tire manufacturers could thus be made available to carpet and
other mills which had no cotton yarn production of their own. This situation continued
into the summer of 1943 when synthetic rubber began to come into production.

The degree and character of conversion for the production of cotton duck is shown in
Table V.

TABLE V

SOURCES OF COTTON DUCK PRODUCED IN 1942

Tentage and

Classification No. of Mills  Qunce Ducks Numbered Ducks
(Sq.Yds) (Sq. Yds.)

Cotton and Duck Milis 34 111,345,649

Carpet Mills 20 21,719,317

Tire Fabric Milts 5 13,142,501

Velvet, Upholstery & Plush Mills 17 19,805,939

Rayon Mills 1 255,556

New Duck Mills 1 2,000,000

Paper Weavers 1 987,778

Wooien Mills 2 590,000

Yarn Mills _1 _ 73,832
Total 72 131,007,144 43,064,462

Total Yardage — 175,064,462
Source: The Quartermaster Duck and Webbing Pool, Co!. Robert T. Stevens and Ralph

A. Butland, Office of the Quartermaster General, Washington, D.C., Feb. 1, 1944. p.21.

From the above, it will be noted that 63,718,813 yards, or approximately 36% of the
total procurement came from converted sources. In addition, a substantial part of the tentage
duck came from mills wiiich did not ordinarily produce duck.
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it should be noted also that many substitutions were made for cotton duck. Thus,
flat ducks (single yarn iabrics) were uied in the side-walls of tents to reduce the demai
for plied yarn fabrics; hghter weight ducks were adopted for heavier fabrics wherever
possible, and a 10.6 oz. twill was produced as a substitute for duck for tentage. Unfor-
tunately, it lacked the tightness essential for tent fabrics, and tents made from it leaked.

In October 1942, a Cuck and Webbing Pool was established with a revolving fund of
$200,000,000 with authority to purchase fabrics not against specific requirements, but
against the best estimates of needs, and with tne pool stocks to be merchandised or a re-
volving basis. The operations of the Quartermaster Corps on cotton duck, including those
of the Duck and Webbing Pool, over a two-year period, January 1942 to January 1944,
invoived a procurement of 720 million yards; ....pments and aliocations for use during
that period of 700,000,000 yards, with a remaining inventory of all types of 20,000,000
yards on hand. 6

The importance of operating controls of the type established in the Duck and Webbing
Pool is clearly brought out when consideration is given to the unpianned requirements that
developed and wiich must always be expected on a multi-use material like duck. During
the year 1943 ailone, the following unforseen requirements had to be met.

TABLE VI
UNPLANNED REQUIREMENTS FOR COTTOM DUCK — 1943

&J_s_er_ Quantity
Army Postal Service 22_(;35)
Marine Corps 1,097,232
Maritime Commission 1,677,568
Navy Department 20,037,698
Panama Canal 1.850
Quartermaster Corps 3,563,808
Red Cross 100
Strategic Services 5,888
Treasury 4,302,830
War Aid 28,225,983
Total $8,935,757

Source: The Quartermaster Duck and Webbing ool , Col. Robert T. Stevens and

Raiph A. Butland, Office of the Quartrmaster General, Washington,D.C.
Feb. 1, 1944, p. 23.

6 - Col. Robert T. Stevens and Ralph A. Butland, The Quartermaster Duck and Webbing Pool,
9% p. 36.

Office of the Quartarmastsr General, Feb. 1, 1
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The effectiveness of the Duck and Wabbing Pool in getting supplies of grey goods
into production did not, however, of itself soive the problem of getting tents into the
hands of troops, or even of getting fabric into the hands of tent fabricators. The need
to build-up a finishing industry to apply the FWWMR finish was another problem. The
time involved in getting textile materiais through the manufacturing process for delivery
as finished materials is well illustrated 1n Figure 5. This chart was prepared at the Jeffer-
sonville Quartermaster Depot at the end of World War il to make a permanent record of
the time required to produce finished tent fabric.

Here it will be noted that it was the procurement in September 1941 that started the
production of the FWWMR finished cotton duck. l.arge procurements did not occur until
April 1942, and it was not until six months later that production hit a peak. Allowing three
additional months as the minimum for fabrication of tents, this would mean that the big
quantities of tents required in support of mobilization did not begin to come out of pro-
duction until the Fall of 1942 and the Winter 1942-43, aimost a year after the war had
commenced.

It should aiso be noted that foliowing this big peak, the industry was largely shut down
in late 1943 and early 1944, until new requirements came for the support of the invasion of
Japan and for replacement of tents that had failed in field exposure and use. Again, it was
nine months from the placement of the bi procurement in September 1944 before the pro-
duction of the finished FWWMR duck reached its peak. However, some sizeable quantities
became available within two months after the placement of the contracts. This was possible
because the Duck and Webbing Pool held stocks of grey goods which could be immediately
.-ut into finishing. Where grey goods had to be produced, the time period was longer. It
should also be noted that in order to manufacture tents, priority production had to be initi-
ated for long-a-m sewing machines, since there was not an adequate supply of these machines
in the canvas goods manufacturing industry.

It must be kept in mind that the tent problem will aiways be with us in any future mob-
ilization. There will always be need for sheiter in the field just as there will be a requirement
for food, for motor fuel, for weapons and ammunition, and for clothing. The requirement
for portable field shelter may be minimized in the tropics, but in colder climates, field sheiter
must be available. Assuming the availability of local housing for troops and supplies, for
hospital; and headquarters ope. ations involves uncertainties and risks that cannot be made
part of iong-range planning.

Accordingly, this problem of making provision for the availability of large quantities
of a fire resistant, water resistant fabric that can be used in tents constitutes a major chalienge
to the textile industry and to military research and development, particularly since the trends
in the industry point toward further reduction in the manufacturing capacity for producing
the kinds of fabrics which have met this need in the past.
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The problems of supply of webbing, while similar in cha: :.ter to those on cotton
duck, could not be solved by conversion alone but only by the production of additional
webbing inoms. Since the major shortage was in heavy webbings for parachutes, machine
gun belts, equipage, and similar uses, it was essential that additional heavy webbing looms
be prodiced as quickly as possible. There were only two webbing loom manufacturers
in the United States — the Fietchar Works, Philadeiphia, Pa., and Crompton & Knowles
Loom Works, Worcester, Mass., having a combined maximum production of about five
looms per week. That production rate, however, could not be reached for at least ten
weeks, A total of 28 looms was approved for purchase but delivery to contractors manu-
tacturing webbing was not completed until October 1942, 7

A significant conversion program was carried out to convert the elastic webbing manu-
facturers to producing webbings for military uses, since otherwise they would have had to
shut down due to cut off of their supply of rubber for elastic thread.

This summary of textile industry support of military mobilization during World War |1
illustrates three things in particular: the difficulties invalved in meeting military requirements
where there is only a small industry production base in peace-time; the necessity for planning
how to meet the requirement through prior development of alternate materials and adequate

planning for the convarting of mills quickly to making a product they are not normally pre-
pared to make.

———

7 . Col. Robert T. Stevens and Ralph A. Butiand, The Quartermaster Duck and Webbing Foo!,
Offict of the Quactermaster General, Feb. 1, 1944, p. 44.
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The Korean War

Supply support on textiles and clothing during the Korean War operated under
circumstarnces which were markedly different from those existing during World War |1,
A review of the response made by the textile industry to the mobilization requirements
should take into account especially ths following aspects:

- The suddenness of the outbreak of the war and the rapidity of its intensifica-
tion during the first year. The war broke out without warning by invasion of South
Korea on Junae 25, 1950. The inchon landing was made on September 25, 1950, folleved
by the allied advance into North Korea. Then in November 1950, the Chinese Communist
counter-thrust began, with the Allied forces be'ng thrown back into South Korea. By
June 1951, the front had been stabilized arour«d the 38th paraiiel, and for the foliowing

two years, until the armistice was negotiated in July 1953, the conflict was characterized
by position warfare.

— The limited extent of mabilization of the armed forces. As pointed out earlier.
the U.S. military forces were about doubled during the first yea- of the war and were not
greatly increased above that level: from 1,460,261 in June 1950, to 3,249,451 a year
later, and om * 3,655,912 at the peak in June 1953.

— Requirements of the Korean climate for extreme cold climate clothing during
the winter. This clothing utilized wool insulating layers which necessitated substantial
purchases of wool cloth,

— The absence of price controls early in *he war which, coupled with anticipated
purchases of wool ¢! ;th and a wool reserve, ied to a specuiative rise in the price of wool.

The price of woc: skyrocketed from $1.21 in the recession of mid-1949 to $3.31 per
pound (scour yd basis) in January 1951 when trading was suspended on the New York
Exchange The price of cotton also rose from around 30 cents in mid-1949 to over 45
cents ir January 1951. (See Figure 6 and Table VII).

— The availability of carry-over stocks fiom World War || on some :.ems.

— Administrative problems in procurement. Without stressing this aspect, which
has been adequately covered elsawhero.8 it should be noted that during Spring 1950,
there had been a considerable reduction in force in the New York Quartermaster Procure-
ment Agency, so that the office was under-staffed when the war broke out, and had lost
many of its most competent procurement specialists. Also, regulations were not relaxed
to the extent they were in World War 1| to expedite procurements. Policies required
channeling procurement into depressad areas. Then, when the Office of Price Stabilization

8 - John V. Haggard, Procurement of Clothing and Textiles, Q.M.C. Historical Studies, Series I,
No. 3. Office of the Quartermaster General, Washington, D.C. 1957,
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TABLE Vi

PRICES OF COTTON AND WOOL DURINC THE KOREAN WAR

‘Smtor\1

Year

Jan Feb  Mar Apr  May Jun  Jut AAug  Sep Oct  Nov  Dec

195
1951
1952
1953

1950
1951
1952
1953

32.02 33.01 3296 3348 3391 3474 3789 38.71 4131 40.49 4292 43.29
44 .88 * 4580 4584 4590 4588 40.59 3542 3556 3742 4188 4264
42.33 41.05 41.24 41.22 39.20 41.20 40.17 40.20 3950 37.24 3539 3" 81
33.34 3386 34.21 3393 3429 3399 34.14 3377 33.60 3347 3353 3342

_Wogl?
135.1 1358 140.0 1437 1545 1557 164.3 1935 2194 2251 2451 274))
331.1 * . * 2828 220.7 199.6 187.0 159.1 1856 1775 774
167.0 150.1 140.7 1356 149.0 1539 1519 1457 143.3 1452 143.3 1450
1480 142.6 1439 1442 147.0 143.2 1395 1451 1459 1¢2.1 :51 1489

Source: Cotton — *‘Statistics on Cotton and Related Data, 1930-67"
Wool — *“Wool Statistics and Related Data, 1930-69"
US Department of Agriculture, Economic Research Service, Washington, DC.

1 — Cotton, American Middling 1", average price per pound at designated spot markets
combined, by months.

2 — Wodl, Spot price per pound of exchange standard grease wool, scoured basis, New York,
by months.

* — Market closed.
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tried to hait the inflationary rise of cotton and wool prices by placing ceilings on prices
paid for military fabrics, industry was unable to bid. Time was lost in resolving this prob-
lem. In February 1951, the Munitions Board warned that because the equipping of
inductees was seriously threatened, ‘‘Planned increases of Army inductees have already
been stopped™. 9

It should be added at this point that uitimately, in May 1952, ail procurement of
textiles and clothing was brought under a single agency, tre Arined Services Textile and
Apparel Procurement Agency (ASTAPA) at 16th Street in New York. As will be evident
from the stress which has been placed here upon industry response during the early stages
of mobilization, this action camae too late to solve the most ¢ritical probiems involved in
bringing the production potential of the industry to bear upon the needs of the military.

The aspects of industry response of most interest to this study relate to the timeliness
of industry production and the readiness of industry to mest a sudden demand where war
broke out without warning, Figures 7 and 8 and the accompanying Tabl s are quite
revealing as to the seriousi.ass of the delays in the supply response to the military require-
ment,

Interpretation of these charts requires some care since the reporting year changed
from a calendar year in 1950 to the fiscal year ending June 30 in 1951. Accordingly, the
last six months of 1950 is reported twice. On the other hand, since only annua! data are
available, it is possible to get some picture of what happened during the first six months
of the war — the period from July to December 1950.

It will be evident from Figure 7 which shows deliveries of textiles direct to the Army
Quartermaster Corps for use as government furnished materials, that no supplies of any size
were received during the entire year 1950, which wauld include the last half of that year.
Quits obviously, most of what is shown as delivered during FY 1951 therefore came in the
last half of that year, or after January 1951, it is clear that a backlog of demand for tex-
tile fabrics was building up due to delays in production which could not be met untit more
than a year after the war started, as shown by the fact that the first big deliveries came in
FY1952.

The impact of this délay upon end-item production is shown in Figure 8 which shows
deliveries of selected end items. Those which have been chosen are basic volume item. of
clothing and equipment, and some of the figures used represent averages of deliveries on
several items in order to refiect as well as possible, a general picture of end item deliveries.

9 - Ibid. p. 152. Quotation from Ietter, John D. Small, Chairman, Munitions Board to
C.E. Wilson, Director, Office of Defense Mobilization, 16 Feb 1951.
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TABLE Vil

Deliveries of Textiles to the Quartermaster Corps During the Korean War

(000 omitted;

Caiendar Year Cotton & Manmade Wool Duck Webbny

(SqG. Yds.) {lin. yds) (Sq. Yds) Lain. Yis )
1949 63,334" 6,122 0 7.324
1950 37,837 6.320 6,333 17,946
Frscal Year
1951 *** 91,940 15,937 34,963 140,825
1952 233,519 64,322 167,781 286,274

(88,115) DWP (113,113) D

1953 243,007 34,096 93,020 207,412

(78,870) DWP (133,042) Ls'w

* includes 36,529 cn yards of 8.2 oz. khaki uniform twill.
*** Includes last six months of calendar year 1950.
DWP «Purchases for the Duck and Webbing Pool.

Source: Statistical yearbook of the Zuaricrmaster Corps, 1950, 1952, 1953.
tor both Table Vit and Table IX.

TABLE IX
Deliverios of Selected Quartermaster items 1947 - 53
(000 umitted)

1947 1948 194y 1950 1951 1952 1953

Average of Three Pack items 44 58 581 87 478 2077 952
(pack combat, pack cargo,
suspenders)
Dufte! Bag 105 467 0 187 737 2648 n
Average of Cix {tems 582 1102 844 70 1029 4722 2352

of Field Clothing
(Winter underwear, HBT
shirt & trousers, Field
jackets & trousers)

Average of Two Items of Wool 3214 1176 1621 169 1392 3858 656
Uniform (Jacket & Trousers)

Notes: 1947 to 1950, calondaébyurs; 1951 - 53 Fiscal years. Dates for F/Y5] incluzas deliveries
during last 6 months 1950 C/Y. 1947 - June 49 includes allocations for Army, Air Force

and civilian component; July 1949 to 53 for Army and civilian components only.
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Here again, and 2ven more dramatically, is shown the delay in obtaining supplies for
support of troop mobilization during the first six months of the war, the last half of the

calendar year 1950, and the relatively small supplies during the second six months of the
war.

As in World War 1|, the critical areas of supply were again wool fabrics, fine combed
cottons, and duck and webbing. With raspect to the problems on wool textiles, there was
first the initial absence of price control. This stimulsted the price rise that later got out
of cantrot when the Chinese Communists entered the war in November 1950, creating
concern that a Third World War was in the making, and that an all-out military effort
might be required. The woo! textile requirements were augmented by the cold climate ot
Korean winters, and then there was the cancern about wool supplies which led to the de-
cision to stockpile 100,000,000 pounds of wool, part in fabrics, in order to reduce the
timae lag in production in case the war escalated, and part in raw wool. So far as industry
manufacturing capacity was concerned, there were no significant problems, other than
those created by the policy to channel contracts to mills in depressed areas and the deleys
involved In resolving contract prices.

On tine combed cottons, no serious problems arose in obtaining supplies once con-
tracting got underway. However, in duck and webbing the same shortages developed as
had arisen during World War 11. The carry-over of stocks in the Duck and Webbing Pool
trom World War | helped out in the sarly stages of the war, but on new procurements
the imbslance between demand and available sup; iy was again evident.

The details of the procurement operation v'n duck and webbing are ade~-1ately
covered in QMC Historical Studies, Series |11, Nv,. 3, referenced above."o

Mention should be made of the fact that during 1951, consideration was actually given
to purchr e of duck abroad and preliminary inq: ‘ries were made of plants in England, West
Germany and taly. Also, there was conversion >f carpet and other textile mills again. By
the end of 1951, 31 integrated mills had been supplemented by 66 converted plants. The
converted plants accounted for approx..nate @ 100,000,000 yards of the year's total pro-
duction of 180,000,000 yards purchased i, - 9 iNew York Quartermaster Procurement
Agency. u

By directive of the Munitions Board, a duck and webbing pool was established on
3 April 1952. Ths objectives of this Duck and Webbing Pool were ditferant from that
of the Pool astablisr.d during World War 1. In addition to dealing with the current supply
problem, it was visualized as constituting an operating reserve or immaediate availability

10 - lbid. pp. 60-73.
11 - Ibid. pp. 68-69.
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in case of unforseen requirements, emergencies and mobilization. 1ts objective was,
accordingly, to have on-hand a balanced stock of duck and webbing which would he
adequate to supply all military requirements, for an estimated six month period follow-
ing mobilization. It was planned that as stocks were turned over to a using military
agency, that agency would reimburse the Pool and these funds would then be reinvested
in more duck and webbing.

The original concept of the Duck and Webbing Pool was not to buy a stock of duck
and webbing to be set apart as a mobilization reserve, but rather to use mobilization re.
quircments as a gauge to deter- reasonable stock levels to be maintained. 1f war
should break out, stocks on hand and due in to the Pool would be available which would
adc depth to the mobilization reserve. 12

It should be noted that after the Korean War passed and military demand for duck
and webbing declined, the original concept f the Pool became superseded by the problem
of carrying such a large capitalized stock, particularly after the creation of the Defense
Supply Agency. With emphasis upon turn-over of stock and reduction of capital assets
in supplies, pressure puilt up to utifize these stocks and to reduce the Pool assets.

To make it clear that the production of cloth in weaving mills does not of itself meet
the entire requirenent, it should be pointed out that an equally critical problem in supply-
ing duck for tentage and covers was the supply of the antimony oxide and chlorinated
paratfin needed to apply the Fire, Water, Weather and Mildew Resistant Finish (FWWMR).
Also, some of the duck could not meet the minimum water resistance requirements after
finishing. There was a further problem of supplying the mitdew inhibitor for dyed duck
for equipage. The supply problems in this area proved to be the source of further delays
in getting end items into the hands of troops.

Altogether, it will be apparent from a detailed study of the Korean War suppiy opera-
tion in this area that, should our country be confronted at some future date by a similar
sudden outbreak of a war, if the procurement/supply/mobilization operation could not be
handled with less confusion and detay than characterized what was done in 1950/51, there
conld be an actual breakdown of supply of textiles and the end items maaz from them.
The long time lag in getting new supplies into the system would far exceed any conceivable
reserves. The most disturbing aspect is that from the industry standpoint there was no real
production problem, other than on cotton duck and webbing. There were adequate supplies
of raw material to be had: the cotion carry-over August 1950 was 6.8 million bales; world
wool supplies were around their all-time high of 4 billion pounds (grease basis). The wool
textile industry had large unused capacity and, except for duck, there was ample capacity
elsewhere in the textile industry. |f, under such conditions wt.ich can probably never pe
duplicated again, there were supply failures, the need for effective mobilization planning in
the future with specific plans to eliminate the kinds of delays that occurred during the
Korean War would certainly be needed.

12 - “‘Questions and Answer< Regarding Department of Defense Duck & Webbin% Pool,"”
d2ted 7 Nerch 1952. A memorandum prepared for a meeting in Office of the Quarter-
master General with Under-Secretary o:anrmy and members of The Munitions Boara.
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The War in Southeast Asia

Our involvement in Southeast Asia which had been gradually increasing prior to
1964 was deepened following the attack by North Vietnamese patrol boats on two
United States destroyers in the Bay of Tonkin in August 1964. Following this attack,
there was the movement of North Vietnamese forces into South Vietnam and in Feb-
ruary 1965 an attack upon U.S. bases at Pleiku in the Central Highlands and at Nha
Trang on the coast. In June 1965, U.S. troops of all services in Vietnam numbered
some 50,000 men. Soon thereatfter, however, within 120 days, we had moved over
100,000 men into Southeast Asia. By December 1966, the number of troops in that
area had passed the 400,000 mark.

This build-up came at a time when the stocks of clothing and textile items held
by the Defense Personnel Support Center were relatively low. There were only limited
mobilization stocks, primarily because of budgetary limitations. Furthermore the cloth-
ing industry was enjoying an exceptional boom, and manufacturers were reiuctant to
bid on government contracts.

Notwithstanding the increased pace of procurement to support the escalation which
began in mid-1965, the military requirement did not place a serious strain upon the tex-
tile industry. Actually only a reiatively smail part of the industry became involved in
supporting military procure..yent. Even the erosion of production capacity in the three
critical areas of wool textiles, finc combed cotton goods, and cotton duck, which accel-
erated during this period, did not cause serious limitation upon supply of military require-
ments. Despite the fact that 1966 was a year of very strong civilian demand, the textile
industry met all requirements placed upon it without recourse to rated orders. Even in
end item manufacturing, where rated orders had to be issued, the problems of obtaining
requisite supplies were not of a character that cculd be considered as presenting any im-
portant lessons in respect to some future mobilization, other than the need to simplity
administrative aspects of procurev.1ent in order to shorten the time required for award
of contracts.

There is one ; nportant lesson to be learned from the Vietnam War, however, and
that is that such a conflict should not be regarded 4s an archetype of any future mobil-
ization. With the historic tendency to prepare for the future in terms of the last war,
it could be disastrous to assume that because no serious supply faitures in the areas of
textiles, clothing and equipment occurred while we were in Vietnam, there need be no
concern for the future. Rather, the whole array of facts being brought out here points
to the concern with which the military should regard the future. The simple fact is that
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during the twelve years of the Vietnam involvement the textile industry went thruugh
almost a metamorphosis, so that the industry as the military knew it in the early 1960's
no longer existed by the time our prisoners of war were released. And with the present

pace of change, the industry must be expected to be even further aitered or transformed
a decade or two hence.

What then are the important facts to be considered with respect to textile industry
support of military operations during the Vietnam War? The followi~g are probably the
more important:

— The graduainess of the increase of our committment led to a continuing demand
which was advantageous to those firms which chose to become invoived as suppliers to the
military. There was reasonable assurance o 2 continuing flow of business for those who
were prepared to allocate a part of their production capacity to military orders. This
situation proved particularly true for manufacturers of end items.

—~ The base of industry support grew smaller as the war progressed, with fewer firms
showing interest in military contracts. Many factors contributed to this development:
increases in civilian demand; switching of mills from military types of textiles to others of
highar pr=*'t or better demand; closing of mills, especially in woo! textiles due to difficulty
of competing with imports; and the administrative aspects of procurement which ied to long
delays before awards could be made — small business set-asides, awards to depressed areas,
Equal Employment Opportunity requirements, government funding policies, etv., ali were
frustrating to mills operating in a strong civilian market. By the end of the war only a quite
small segment of the textile industry had any real interest in supplying military requirements.

~ A crisis in cotton duck for tentage was avoided because of the existence of 25,000,000
yards of tentage auck or: hand in 1965 from the Korean War Duck and Webbing Paol, which
could be turned cver to tent manufacturing when the 1965-66 escalation came. Without this
stock, the supply of tentage in the early part of the war would have been a sheer impossibility,
considcring the changes which had occurred in industry capacity fut heavy weight fabrics.
Also, by the nature of the military operation in Vietnam, it was possible from the start to
meet a 1arge part of the total requirements tor shelter with semi-permanent construction. In
addition, the containers used for transport of supplies proved to serve very well as shelter,
offices, etc, where construction of buildings war not practicable or incomplete. in short,
the requirement for tentage was not as great as it might have been in some other are: of the
world where a different kind of war might have been fought.

— The hot climate in Vietnam throughout the year in almost all areas, in addition to
reducing the need for tentage, also reduced the need for textiles for the clothing which would
have been required had the war been in a temperate climate with a cold winter, or in any other
area of the world where cold climate ci- *hing would have been needed. As pointed out in

39



115

Appendix A, the per capita requirements for textiles wouid have been at least doubled
in a cold climate area.

In addition to the above factors, it should be noted that due to accelerated research
and devalopment by the military, a whole new generation of clothing and equipment had
been developed by the end of the war. This new clothing involved changes in fibers and
fabrics, as well as in end item design. Some of the changes had been completed before
ive war got well underway; others were the result of lessons learned as to the needs for
improved and more functional items,

Perhaps the greatest motivating force leading to this development program was the
stress placed upon reduction in the weight of the soldier’s load. This program, known as
LINCLOE (Lightweight INdividual CLothing and Equipment) placed stress upon the con-
servation of the energy of the combat infantryman through reducing the weight of every-
thing he wore or carried.

Among the items affected were the soldier’s load carrying equipment. In place of the
9.85 oz2. cotton duck used for the pack, a 7-1/4 oz. nylon duck was substituted. Ir place
of heavy cotton webbings, nylon tapes were adopted. This ctange reduced the weight of
this equipment from 5.15 to 3.3 pounds when dry, and even more when wet, since the
nylon would not absorb water. Other changes included the adoption of a molded poly-
ethylene plastic case for carrying the new folding entrenching tool, in place of canvas and
weboing; the adoption of a polyester batting lirer for the poncho as a replacement for the
wool blanket; the adoption of an ali man-made fiber sweater-sieeping shirt for one made
of wool; a nylon/cotton canvas upper for tropical combat boot. in place of leather ; and
a lightweight 6 oz. combed cotton poplin for a tropical combat uniform in place of a
heavier, thicker carded fabric. All of the above items which got into the hands of the
troops during the war proved highly successful.

Other important developments were the fire-resistant uniform tor Army aviators,
made from a high-temperature-resistant polyamide fiber; also, the body armor made from
nylon duck, which was worn in combat, and the armor for aircrewmen utilizing a com-
posite of a ceramic and laminated glass fiber.

The development program which resuited in these drastic changes in the textiles re-
quired by the military from the textile industry is still continuing, with equally great
urgency. The combat load now arried by the infantry riflemen in hot climates, with
present body armor, weighs 49.66 pounds, with an added weight of 29.41 pounds for
coid climate areas, and 13.62 pounds additional for extreme colil climates (See Table X).
In addition, there are extra loads for specialists in the infantry coix:pany, such as radio
operators, machine gunners, mortar squads, etc., whereas the maximum desirable load
from the physiological standpoint shouid not exceed a third of body weight or about
52 pounds for the average-size man.
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TABLE X

THE LOAD OF THE INFANTRY RIFLEMAN

Weapon and ammunition

Personal Equipment

(Load carrying equipment, plus attached itams: one full
canteen, entrenching tool, etc.)

Clothing, Environmental Protective, Hot Weather
(Including boots and poncho)

Personnel Armor
(Helmet w/liner; body armor vest)

TOTAL COMBAT LOAD W/BODY ARMOR

Existence Load
(Poncho liner, 1/3 ration, CW protection, toilet articles, etc.)

TOTAL LOAD, HOT WEATHER

Added Weight of Cold Climate Clothing
Added Weight of Individuai Equipment, Cold Weather

TOTAL LLOAD, COLD WEATHER

Added Weight of Extreme Cold Weather Clothing & Equipment

Weight
in pounds
19.4]

10.19

8.12

11.94

49.66
11.46

61.12

11.63
17.78
90.53

1362

TOTAL LOAD, EXTREME COLD WEATHER-104.15

Weight of skis, ski poles
Weight of snowshoes

9.75
4.60

Sources: FM 21-15 “‘Care and Use of Individual Equipment.” August 1972

FM 31-70 "Basic Cold Weather Manual.” April 1968
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Since energy cost leveis are conditioned by the weight of the load carried as well as
the work demans level, the reduction of the weight of the load is of necessity a priority
requirement in research and deveiopment of all equipment and clothing carried or worn
by the soldier. On-going programs can be expected to further change the type and char-
acter of textiles which will be needed for our military forces in the tuture, and the pace
at which these changes will occur can be expacted to be related closely to technological
advances in industry as well as to military ‘equirements.

It must be expected, accordingly, that the rate of change in military textiles, which
has paralieled in some degree the changes that have been occurring in the industry over
the past decade or so, will continue in the future. Thus, mobilization planning will require
fluidity and adaptability to change with time. in general, it may be expected that with tech-
nology proceeding at the pace now going on in industry, a new generation of military cloth-
ing and equipment can be expected about every decade for the forseeable future.
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IV. THE PRESENT OUTLOOK WITH RESPECT TO AVAILABILITY
OF CAPACITY IN THE TEXTILE INDUSTRY

As has been pointed out above, the problem of direct concern here is the capacility
of the textile industry to meet the needs of the Military Services in the event of a rapd
mobilization of the nation’s armed forces in the 1980-85 time frame.

To give realism to this analysis, it has been assumed that mobilization would come
suddenly after a period of prolonged peace, and that the mobifization of military man-
power would nacessitate an increase in the military forces by as much as 100% or more
during the first year. While t1ese assumptions have no validity as a forecast, they are not
unreasonable in relation to the uncertainties of the interr2tional political situation and
would be in keeping with the necessities of maintaining a viable military posture. Quite
obviously, different assumptions could just as well be used. These have the value of being
intermediate between a total mobilization such as characterized World War |I, and the
limited and gradual build-up which occurred in Vietnam. For purposes of weighing the
capabilities of industry support, they provide a reference point from which the changes
taking place in the industry can be evaluated.

Just what mobilization reserves might be available on M-Day and for how long a
period they could meet the requirements of the troop build-up and actual combat are
questions to which there can be no answers. The fluctuations which have occurred in
policies with respect to the size of mobilization reserves over the past ‘wenty or more
years would not give assurance that after a period of prolonged peace *he available
reserves could reduce the dependence of the military upon immediate iarge-scale produc-
tion from industry within the shortest possible time frame for both textiles and the end
items made from them,

A further consideration which need not be given too much weight, but which should
not be overlooked, is the possibility that new weaponry might obsolete the protective cap-
ability of whatever reserve materiel might be available, or that advances in technology and
in military research and development mighit cause supplies held in reserve to be technolo-
gically inferior to what industry could produce or what might be available to a potential foe.

There are, accordingly, two distinct problems from the standpoint of industry support:
Wouid there be a broad industry base to supply the needed military textiles by immediate
conversion on a !arge scale to provide large quantities quickly? And second, if the conflict
were prolonged, would the industry base be adequate to meet the needs both of the mili-
tary and the civilian population? This second point is not to be dismissed lightly in the
light of the experience during World War 1. 13

13 - Wilfred Carsel. op. cit.
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Furthermorae, as has been pointed out in the analysis of the technical requirements
for military textiies, by far the largest part of military requirements falls in the field of
broadwoven textiles. Our major concern, accordingly, is with respect to the trends in
this part of the textile industry.

Broadwoven Textiles

The broadwo- n yoods sector of the textile industry is highly complex, being com-
prised of many quite different types of mills and mill equipment. 1t would be a serious
arror to assume that because taxtile production amouts to around 11 billion linear yards
per year (11,136.6million in 1971), the total market is large in relation to potential mili-
tary requirements, ar«d that, therefore, there need be little concern about military demands
being met in case of mobiiization.

Table X| shows the breakdown of the total production for 1971 according to the
major classes of broadwoven textiles.



120

TABLE XI

Classes of Broadwoven Textiles

Cotton Broadwoven Gray Goods

Cuck and Allied Fabrics

Sheeting and Allied Coarse and Medium Yarn Fabrics
(except Bed Sheeting)

Bed Sheeting
Print Cloth Yarn Fabrics

(Carded yarns approximately 28‘s to 42’s; threads per sq. in.

85 and above.)
Tobacco, Cheese, and Bandage Cloth
(Threads per sq. 1n. 84 and under)
Carded Colored Yarn Fabrics
(Denims, Chambrays, etc.)
Toweling, Washcloth, Dishcloth fabrics
Blanketing & Other Napped Fabrics

Fine Cotton Goods
Combed
Fine Carded
Other Woven Fabrics and Specialties
(Bedspreads, Drapery, Upholstery, Corduroys,
Velveteens, Damasks, etc.)

Man-Made Fiber Broadwoven Gray Goods
-~

100% Filament Yarn Fabrics

100% Spun Yarn Fabrics & Blends
(Chiefly Nlanmade Fibers by weight; except bed sheeting)

Bed Sheeting
Combinations & Mixtures of Filament and Spun Yarn Fabrics
Blanketing, Silk, Pope & other speciality fabrics

Wool Broadwoven Goods

Woolen Apparel Fabrics
Worstad Apparel Fabrics
Non-Apparel Fabrics

Total Broadwoven Textiles (1971)

Source: US Bureau of the Census

Production

1971

(Million Lin, Yards)

183.6
153.52

205.2
1101.2

1262.4

438.7

552.0
126.1

166.5
39.0

538.1

6156.7

1416.6
2319.0

459.3
449.3

228.2

4885.7

76.4
33.2

43

114.2
11,156.6

Note:  Totals of classes do not equal totals by groups; some figures are

withheld to avoid disclosing figures of individual companies.

45

Percent

1.6
13.8

12.7
20.8

4.1
4.0

2.1

43.8

0.7
0.3

1.0
100.0
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Oespite the averall size of the industry, much of the total capacity is not prepared
to produce textiles conforming to military requirements. Military textiles are concen-
trated in the following classes of products:

TABLE XII

BROADWOVEN TEXTILES

CLASSES OF MAJOR MILITARY IMPORTANCE

% of Total 1971

Class Principal Uses _Preduction .
Duck and Allied Fabrics Tents, Paulins, Covers 1.6
Sheeting & Allied Coarse
and Medium Yarn Fabrics Utility clothing, misc. 138
Fine Cotton Goods Lightweight, tightly woven fabrics 1.4
(Combed) for water-repelient clothing
100% Filament Yarn Fabrics Parachute canopy, body armor 12.7
100% Spun Yarn Man-Made Durable-press uniforms, 208
Fiber Fabrics & Eiends 14 tightly woven fabrics
Worsted Apparel Fabrics Jniforms 0.3

From the standpoint of military requirements, the classes of most criticai importance
at this time, in terms of the volume that would be required in a mobilization, are duck —
1.6%; fine cotton goods (combed) — 1.4%; and worsteds— 0.3%. The current production
rates in these classes, as shown in Table X|, are quite limited and, in addition, they are in ¢
downward trend. Requirements for fabrics in the sheeting yarn fabric class would be con-
siderable, and couid undoubtedly be met, although production in this group of mills has
also been in a downward trend. Requirements from the mills making blend fabrics are at
presant concentrated in the finer yarn mills. It can be expected that an increased propor-
tion of total military requirements will be made from biended fiber fabrics in the future.

in general, it would not be practicable or in some cases even possible to produce mili-
tary type fabrics in most classes of mills other than those listed in Table Xil. The costs in
conversion of such mills in loss of production, where conversion might be even possible,
could be excessive and undesirable from the standpoint of the total war effort.

14 — (With respect to the 100% spun man-made fiber and blend class, it should be noted that
this class spans a wide range of materials, since the common denominator is simply a

spun yarn with 50% or more by weight of man-made fiber - cellulosic or non-cellulosic.
The fabrics grouped in this class range from the equivaient of fine cotton goods (combed)
through print cloth yarn fabrics down to and including shestings.)
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The impact of Imports

Tha impact of imports during the past fifteen years is nowhere more dramat:caily
shown than in the case of woolen or worsted fabrics, with worsteds hurting the most.
Figure 9 and Table XIII show the extent of the liquidation of the woolen and worsted
industry which has occurred as a result of imports. By 1970 when double-knits rose
spectacularly in the men's and women's clothing market, impcits had captured haif of
the domestic market with resulting liquidation of many mills, and had made this area
unprofitable because of the lower prices that could be chaiged on imports from such
low wage-rate countries as Japan, Hong Kong and Korea, to the point where continua-
tion of the industry as a «iable entity was in doubt.

TABLE Xl
Wz ‘en and Worsted Production and Imports

(Million linear yards)

Year Production imports
1959 311 90
1960 286 111
1961 287 85
1962 310 156
1963 284 161
1964 255 138
1965 267 212
1966 265 o 204
1967 239 B 167
1968 243 210
1969 223 191
1970 178 168
1971 113 122
1972 103 125

Source: US Department of Commerce

a7
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To those who resort to the claim that the United St tes textile industry cannot
compete because of not keeping its plants mode:nized, it would be well to point out
that in faci the industry has made a very great sffort to survive, expending over six

billion dollars on new machinery and squipment . new structures and additions during
the past ten years. 15

From the standpoint of meeting military requirenients, it is doubtful if what is
left of the woolen and worsted industry can continue for the indefinite future, even at
its present limited production capacity, or be able to supply even peace-time require-
ments of uniform fabrics for the armed forces, in the face of the price competition from
low wage-rate foreign countries.

While the situation on woolens and worsteds highlights the import situation and its
impact upon the United States textile industry, the total impact uf imports axtends over
the entire textile industry and has many implications as to the future potential capacity
of broadwoven goods producers. The problems created for the textile industry by un-
controlied and escalating textile imports during the past twenty years are too well-known
to reqJire extensive discussion here. The fact that textile imports created in 1972 a bal-
ance of trade deficit of $2.3 billion points up the seriousness of textile imports as a
national problem, 16 in addition to its direct impact upon potential growth of the United
Statas textile industry.

Partial solutions to the import problem were arrived at in the Long-Term Arrangement
Regarding International Trade in Cotton Textiles (LTA), negotiated in 1962 under the aus-
pices of GATT, to which thare were 32 signatory governments. The extensions to the LTA,
as recently as in 1970, with an increass in the number of participating countries provided
at best only a !imited solution T the problem as seen by the American Textile Industry.
The LTA provides assurance to the exporting nations that expanding markats, as in the
United States, will be avaitable to them to furnish them needad foreign exchange earnings.

The more racent bilateral agreements with Japan, Korea, Hong Kong and Taiwan with
respect to wool and man-made fibar textiles have stowed down the rate of growth of im-
ports of textiles from those four countries. The most that can be said for these agresments,
howaver, is that they will retard the steady growth of textile product imports without
placing any forseeable ceiling upon the extent to which the growth of the American textile
market will be given over to foreign imports. 17

15 — US Department of Commaerce, Bureau of the Census, Annual Survey of Manufactures,
Expenditures for New Plant and New Equipment. Washington, D.C.

16 — US Department of Commerce.

17 — Stanley Nehmer, Deputy Assistant Secretary and Director, Bureau of Resources and
Trade Assistance, US Department of Commerce, "*Reflections on the Past and Challenges
9t the Future.” Remarks delivered at the New York Board of Trace Annual Textile
Award Luncheon, November 27,1972,
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Thao appraisal by the textile industry that natianal policy has baen pointing toward
the turning over of not only the growth in the US textile market to the less developed
countries of the world is supported, at least superficially, by the breadth of the interna-
tional base of textile imports. Asshown in Table XV, 54 countries had exports of over
a million square ya-ds of textiles to the Unitad States in 1972. In many of these countries,
which fall into the category of ‘‘under-developad’’, the building up of a textile industry
has been encouraged as a first step toward industrislization. Ti.e technology of textile
production is relatively simple and this industry, which is basically labor intensive, is one
of the first that developing countries attempt.

Just what the situation on textile imports may be a decade hence is too tied up in
international monetary and trade policies to be capable of any forecast. It is not to be
expected, how.wver, that imports from the under-developed countries will decline. The
ability of the United States textiie industry to maintain its present size will depend in con-
siderable part upon whether the growth of imports can be held down to a point where they
do not exceed the natural growth of the American textile market.

TABLE XIV
imports of Textiles — 1972

(Equivalent million square yards)

Cotton Man-Made Wool Totals
Japar 3141 1401.2 11.3 1726.6
Hong Kong 488.3 247.4 258 761.5
W. Germany 239 719.0 2.9 745.8
China (Taiwan) 929 592.2 7.6 692.7
Korean Republic 51.3 408.5 115 471.3
United Kingdom 13.6 187.7 17.2 218.5
Italy 476 1414 11.0 200.0
Canada 39.7 111.7 151.4
Mexico 96.8 51.0 147.8
India 1338 133.8
Pakistan 1324 132.4
Brazil 938 145 108.3
France 9.3 65.6 4.1 79.0
Belgium 46.2 294 3.2 78.8
Israel 7.2 70.4 77.6
Phil Rep 108 43.1 53.9
Switzerland 44 47.2 1.1 52.7
Colombia 469 46.9
Singapor 36.6 7.3 28 46.7
Portugal 328 9.1 23 44.2
Egypt 414 414
Netherlands 5.7 289 1.1 35.7
Irelana 318 44 36.2
Spein 9.9 22.7 J2.6
50
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Rep. So. Africa
Malaysia
Austria
Yugosiavia
Jamaica

China (Mainland)
Polend

Finland
Romania
Australia

Costa Rica
Denmark
Salvador
Argentina
Sweden

USSR

British Honduras
Barbados
Ryukyu
Lebanon
Macao
Nicaragua
Ghana
Trinidad
Morocco

Peru

Turkey

Greece

Norway
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TABLE XIV
(Continued)
Cotton Man-Mode Wool
27.2
245
18.4 1.5
4.2 9.9 1.9
10.6 24 1.0
6.7 72
103
8.0 19
32 5.2
81
6.1 1.2
2.7 43
6.6
6.1
5.4
4.9
45
29 10
1.0 29
1
0
2.9
29
25
2.3
19
1.8
1.7
1.5
1.5
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The Present Outiook for Broadwoven Textiles

Because ={ the importance of broadwoven textiles in military uses, the fact that this
part of the industry is not increasing in capacity proportionate either to population growth
or total consumer demand must be a cause of some concern when looking forward to &
possible industrial mobilization in an emergency.

As shown in Figure 10 and Table XV, there has been a steady decrease in number of
looms from 395,192 in 1960 to 314,590 in 1972.

This decrease in production facilities has been offset, however, by an increase in pro-
ductivity resulting from instaliation of wid~r and faster looms as replacemnnts. The indi-
cated increase in productivity is representative of what has been occurring throughout the
textile industry in the effort to reduce costs to meet foreign competition. Figure 11 shows
the relative ‘read in mill consumption of fibers and employment, with employment in the
industry dropping from 1,163,400 in 1952 to 991,000 in 1972, while mill fiber consump-
tion rose from 6.4 bitlion pounds to 11.7 billion. These figures indicate a rise in productivity
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from 5,535 pounds per employee to 11,772 over the twenty year period. While this
comparison must be used with some reservation, since a substantial part of the increase
in fiber use has come from the growth of the floor covering market, they do reflect a
genuine increase in productivity as a result of continuing capital investment in the
interest of reducing costs and utilizing technological advances.

On the basis of square yards produced, the industry could be said to have held its
own, with production in 1972 of 15,496 million square yarss as tomoared with 14,388
million squas.. yards in 1950 and 14,359 million in 1960. The increase in the size of the
market which miglt have resulted from the 13% increase ir population bet veen 1960
and 1970, which could have amounted to around 1.9 billion square yards v/as largely
absorbed by imports which incressed by one and a half billion yards in the eight years
from 1964 to 197z.

In addition, broadwoven textiles have had to face severe :ompetition in the apparei
markets during recent years from knitted fabrics, particularly double knits. A rnajor part
of the new capital inflow to the industry during the past half-dozen years has been into
knitting production equipment.

At the time this report is being written, the antire textile industry, including the
broadwoven goods mills, is experiencing a very strong market, with .nills soid a year ahead
on some items. It might be expected that this situation, resuiting 0 part from the recent
devaluation of the dollar, would result in plans for the construction of naw producing
facilities.

On the contrary, the attitude of mill executives is that the profit margin that can be
anticipated in the near future, which will be limited by the competition from the inflow
of imports, would not warrant new capital investment in the building of new broadwoven
goods mills. This position was summaed up in an interview published in the Daily News
Record of March 28, 1973, by Mr. Donalc Comer, Jr., President and Treasurer of Avon-
dale Mills, and also the President of the American Textile Manufacturers’ Institute, when
he said:

“As far as building new mills is concerned, | have always said | would like
to be around long enough to see the time when the demand for woven
goods was such that it called for the building of a new mill that could be
paid for within a reasonable length of time . . . . We are studying at all
times the feasibility of building a wovens mills, We have had the oppor-
tunity in the past to sell increased production on woven fabrics that we
are offering, but when we put the pencit to it at the price we would be
getting for the cloth, there is not any way to get your money back with-
in a reasonable length of time."
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Thae view expressed in the above statement had bean confirmed by other sources
in the industry. It is in keeping with the trend in corporate profits in the textile industry
as shown in Figure 12.
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FIGURE 12 CORPORATE PROFIT DATA
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While possibly during the next decade there may be a change in the basic economic
of the broadwoven goods industry which would permit zxpansion, the prospect is not
promising at this time, and the military should be preparsd to have to rely upon an indu
try which will be supplying significantiy less than the 85% of the consumer market for i
products in the United States which it is supplying today. The implications of this situz
in the event of any prolonged conflict, with the industry unable to supply sssantici civil
needs on top of military requiremaents, should be a matter of concern.
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Mobilization Aspects

Conversion from civilian to military produstion, as has already been indicated, has
the dual aspect of an immediate broad-scaie conversion for the production of large quan-
tities of fabrics and items to support manpower mobilization in the early stages of 3 con-
flict. Then there is the later aspect of sustained production if the conflict is prolonged.

With respect to the first aspect, it will be apparent from the foregoing that in the
three critical arcas of duck, fine combed cot”=n goods, and wool fabrics, the industry is
not of a size that it could even at this time supply more than a fraction of the total re-
quirement of a moderate sized mobilization. The reduction in the number of looms on
cotton duck and in fire cotton goods is shown in Tabie XVI.

TABLE XV

Looms Operating on Cotton Duck and Fine Cotton Goods

Cotton Duck Fine Combed Cotton Goods
July 1950 7.454 68,428
1960 5,663 77,245
1972 3,518 7.831

Source: American Textile Manufacturers’ Institute, Inc.

Also, there has been a reduction in the rumber of mills and total capacity for production
of sales yarn which might enable mills to balance their production by the use of purchased
yarn. Sales yarn played an important role in all three wars, in providing extra spinning cap-
city which could be channeled to support mill conversion to military textiles, particularty on
cotton duck and fine combed cotton goods. With the continuing down-trend in this segment
of the industry, this important capacity may not be available in a future emergency.

To bring mills into prnduction on military fabrics from other segments of the industry
will taxe more time because of the changes that they must make in their operation. For
econor ical production, the equipment in a textile mill is balanced to produce a particular
kind or class of fabric. This is especially true with respect to the balance between spindles and
iooms, the yarn numbers to be spun, the weight of the fabric to be produced, and the grade
and staple length of cotton or other fiber to be used. A change in any of these factors can re-
quire substantial reorganization of the manufacturing process and cause loss of time and pro-
duction. Accordingly, it cannot be expected that where mills must convert to a type of product
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they do not ordinarily make, they can start producing as quickly as a milt which is already
producing that particular type of fabric for the commarcial market. Thus, there is 3 sig-
nificant factor of delay which would extend beyond the production lead-time that would
apply to a mill already producing that class of fabric.

Special manufacturing equipment might also be needed such as combars or twisting
spindles fcr producing plied yarms; also, time to manufacture the squipment and space to
install it. |dealized lsad time estimates while possible of realization in some mills cannot
be considered as a firm base for production where significant conversion is invoived. The
history of industry production in both Worlas War |1 and the Koresa War amply demon-
strates this fact.

There is one useful trend, however, that in time will be to the advantage of the mi:cary.
That is the greater flexibility of the looms that are being installed in the industry today which
can be used to produce textiles made from ditferent fibers and over a wider range of construc.
tions and weights. This breaking druwn of the rnmpartmentalization that has historically ex-
isted between the cotton, the man-made fiber, and the wooi textile segments of the industry
is leading toward the creation of a single weaving capacity in the industry, with 1ooms able
to shift over & relatively wide range of products. There will still be the ditference between
mills having spinning capacity for producing spun yarns and mil's equipped to run only on
filament yarns. Where spun yarns would be required, a source for their production would be
needed. On the other hand, if filament yarns, such as texturized filament yarns were to be
used, it is probsble that the fabrics could be produced in aimost any weaving mill.

Rapid conversion of the textile industry from commaercial to military production within
the limited time frame of a relatively large mobilization effort, assuming the kind of patriotic
response which this industry hes always shown in the past, would be dependent aiso, in part,
upon the relative status of the industry's technology and that calied for in the textile materials
required by the military at the time. On the one hand this would necessitate a broad-based
ressarch and development program by the military to take advantage of all technological de-
velopments in industry to keep military textiles in ling with industry advances, and at the
same time, keeping industry apprised of the escalating demands for improvements in military
textiles to meet the demands for protection against new munitions and weaponry of all kinds.

Also, it would require very close contact with industry in order to explore promptly new
technical developmants which might have military application. Because of the need to ade-
quately test any naw material before it could be adopted :n a military use, a strong continuing
research and development program on textile materials wiil be particularly critical as the pace
of industry technology continues to increase. Whatever may occur during the next decade
shouid be reflected both in assuring an adequate industry base for the production of the re-
quired materials, and adsquate mobilization planning to assure the shortest possible lead time
in the event mobilization becomes necessary.



134

Textile Machinery

The cutiook for industrial mobilization of the textile industry in a national emergency
must be looked at also from the standpoint of those industries which provide back-up to it.
One of these of particular imiportance is the textile machinery industry.

In the event of a future defense emergency, tha Department of Defense and the U.S.
textile industry would be faced with problems relating to textile machinery that would be
unique to their past mobilization experiences. Ali prior crises found the United States tex-
tile industry with some reserve fabric capacity and equipped with machinery supplied by
a relatively few United States producers.

As already pointed out, the U.S. textile industry does not have ample reserve capacity
to meet large demands for military fabrics, nor can it add machinery from United States
sources to expand capacity significantly in a short time span.

Not only is the U.S. textile machinery industry more fragmented than in past eme-gencies,
it does not have the complete machinery product tines to furnish the textile industry. Much
of the special purpose machinery used in military fabric and yarn production is no longer avail-
able from the industry.

Repair parts to sustain the large volume of foreign textile machinery now operational i
the U.S. textile industry cannot be precured from American textile machinery producers. The
current . ictice of U.S. textile firms of maintaining four to six week inventory of repair parts
would mean significant reduction in output after this inventory was consumed it supply lines
from Europe and Japan were disrupted.

The role of the U.S. textile machinery industry in all prior emergencies was to produce
the key textile capital equipment required for defense work, adapt existing equipment for
defense fabric production, and to assure textile producers of a continuous flow of repair parts
for existing equipment. Despite this vital role, this left a significant capacity for precision
metal forming that was utilized by the government for munitions, weaponry, sub-contracting,
and manufacture of essential capital machinery for defense purposes.

Demands of the textile industry in a future emergency would require concentration on
their requirements by the textile machinery industry and exclude the po-sibility of augmenting
defense efforts in other fields. Even with this concentration on U.S. texi.!e requirements, the
time required to design, tool up, and produce non-consumer oriented textile machinery for
military purposes would require a minimum of 18 to 24 months to have a <ignificant produc-
tive impact.

18 — The above statement with respect to textile machinery has been checked with responsible
representatives of the U.S. textile machinery industry and represents a consensus view of
the situation that would exist in a futu’e mobilization effort.

59



135

V. MATERIALS

Textile Fibers

The principal fibers used in military textiles at this time are cotton, wool, and nylon,
with polyester used in a limited wayin blends. Minor amounts of other man-made fibers
are used for special purposes, including some new fibars which are just becomirg available.

In general, the principal fiber properties which are considared to be of greatest imnor-
tance in the selection of a fiber to meet the technical requirements of military textiles listed
in Appendi= A are as foll~ ~s:

'goﬂon <
~— .

— Moisture absorption

= Ability to react with permanent water repslient and other
chemical treatments

— Fiber swalling

= Increased strength when wet

— Comfort

— Low cost

Nylon
— High strength/weight ratio

= High energy absorption

— Elastic recovery properties
= Abrasion resistance
= Fiber rupture elongation

High Temperature Resistant Polyamide (NOMEX)

— Resistance to flaming
— Self-extinguishing

Wool mests the essential technical requirements for uniform fabrics and is superior in
many . ects to other fibers for military uniforms although it is being increasingly blended
with other fibers to attain certain balance of fabric properties.

A blend of polyester with wool (55/45) is currently used in tha tropical fabric for the
Army summer service uniform; a blend of polyester with cotton is currei:tly in the process
of being adopted for a durable press, short-sleeve shirt Arouser sami-dress summer uniform.

Other fibers currently being used or under evaluation include a high temperature resis-
tant polyamide (NOMEX) in aviators' and tankers’ clothing to provide protection against
crash and flash fires; polypropylens in twine and, experimentally, Dynel in tentage fabric.
A new ultra-high strength aromatic polyamide fiber is also baing evaiuated fur personnel armor.
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While possibly a new fiber could be developed during the next decade and come into
commarcial production, the normal time cycle rrom development through pilot piant pro-
duction to large scale production is such that it is unlikely that any new fiber not presently
on the market wor1ld become of significant volume importance from a military standpoint
within the next decade to aiter the dependence of the military upon existing fibers within
the time frame of this study. Modifications of existing fibers, however, cou'd nccur, to-
gether with methods ct forming them into fabrics which could 1ead to changas in present
usage. Also, there is a great deal of basic technical and scientific information and military
service experience available on existing fibers which would need to be similarly obtained

on any new fiber before its adequacy and adaptability to all military requirements could
be assured.

Accordingly, in looking at future military requirements in the 1980-85 time frame, the
projection should be based upon existing fibers, their technology and their potential supply,
and in the case of the non-callulosic man-made fibers, the potentiai availability of feedstocks
from: the petrociremical industry  This, in turn, necessitites consideration of the general U.S.
energy outliook; the increasing dependence of the country upon imported oil and gas and the
potential deficit in the balance of trade in the 1980-85 time frame resulting therefrom.

Figure 13 shows one projection into the 1980°s of the growth in domaestic consumption
of textile fibers (mill consumption plus imports less exports) as reported in '‘Textile Organon”,
Textile Economics Bureau, Inc. The estimate, which comes trom a responsible industry
source, indicates that domestic consumption will expand from 12.3 bil:ion pounds in 1972
to around 15 billion pounds by 1978, and 18 billion pounds by 1983. This refiects a con-
stant growth rate of around 3.5% per year which indicates a significant increase in per capita
consumption in addition to the projection for population growth.

Where this growth in fiber consumption is most likely to occur is indicated in Figure 14.
From that it will be evident that the major growth occurring at this time is in the non-cellu-
losic man-made fibers, and according to all present estimataes, it is in these fibars that the
major increase in fiber consumption will occur. Consumption of ravon and acetate is show-
ing no growth and consumption of both cotton and wool is in 3 down-trend. There is every
reason to anticipate at this time that these basic trends will continue during the next decade.

One of the most significant factors favoring continued expansion in the consumption
of the man-made non-crllulosic fibers is the fact that polyester staple fiber is now in a com-
petitive price area with cotton. Figure 15 shows the current price relationship between
polyester staple, viscose staple rayon and cotton. 19

Actually, at the same price, cotion costs more than polyester or rayon staple since it
takes two or three cents per pound to move cotton from the spot markets to the mill. Also,
there is the factor of waste in opening and carding. On this basis, branded polyester costs

19 — Prices shown are from the National Cotton Council of A-.erica, and represent prices
actually paid by mills rather than ¢uoted list prices.
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less in yarn form than many of the better qualities of cotton. Accordingly, polyester staple
has now become cotton’s principal competitor, and a mill may be able to lower its price by
moving out of 100% cotton into a polyester blend where the quality and acceptance of the
product will permit it. in addition, polyester has the advantage of not being subject to the
violent price swings of cotton; mills do not have to contract far ahead to guarantee their
supply, and the quality and total supply is not subject tn the weather.

On the other hand there are advantages to cotton. Durablc press. for example, requires
the preuence of a celiulosic fiher in the fabric to react with the chemical treatment of the
durable press process (although ali-polyester durable press fabrics have been produced). Also,
cotton has comfort qualities stemming from its moisture absorption characteristics — some-
thing lacking in the non-<ellulosic, man-made fibers presently available.

Howevrr, since for the most part, fiber blend yarns of polyester and cotton can be spun
on the same equipment as all-cotton, and the same weaving equipment can be used, the transi-
tion from all-cotton to polyester/cotton blends is not a difficult one. From this standpoint.
the trend toward polyester/cotton blends, where the blended fabric can substitute in military
uses for all-cotton, does not present any significant problem from tt.e standpoint of mobiliza-
tion planning.

A problem of greater importance is what to do about the decline and dissolution of a
woolen and worsted industry of significant size, and what fabrics to plan for as replacements
for all-wool fabrics in uniforms.

Whether suitable plain color uniform fabrics conforming to the essential technical require-
ments outlined in Appendix A can be produced from knit polyesier texturized filament yarns,
especialiy with the long-wearing and appearance qualities 2ssential to a military uniform, remains
at this time to be determined. Knowledgeable people are of the upinion that a blend of poly-
ester staple and wool in combination with some texturized filament will provide a suitable sub-
stitute military uniform fabric. The testing and verification of the suitability of such fabrics
still lies ahead at this writing.

Also, there is the possibility that the technology of stretch-woven fabrics, again using
texturized polyester filament yarns, will provide a means for developing alternate fabrics.
Success with this type of fabric could reduce or eliminate the need for spinning, and especially
would not require the use of woolen and worsted spun yarn.

In stressing the need to develop alternate fabrics to present woo! uniform fabrics, it 1s
not intended to advocate the dropping of wool fabrics for military uniforms at this time.
However, looking ahead to the 1980-85 time frame, and considering the nationa! policy with
respect to imports, it would be totally unrealistic to assume that new investment will come
into the moribund woolen and worsted industry to rebuild its capacity. Some limited capacity
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undoubtedly will survive, but it is more likely that our import policy will have resulted in
practically total liquidation of this industry during the next decade. Where wool will con-
tinue to be used will be in limited amounts in biends to impart to them some of the unique
and excelient properties of the wool fiber.

So far as duck for tentage is concerned, all that can be said at thi: time is that an
aggressive, well-funded program to produce a substitute material for alicotton, fire resistant
duck should be undertaken on an urgent priority. The search should be for a fabric which
could be made on a broad basis in a large segment of the industry — not something requiring
a complicated technology — but a fabric which could go quickly into production by the tens
of millions of yards. Possibly the search for fire resistant civilian fibers and fabrics will hold
the key to the development of a substitute for cotton duck for tentage.

€rom a fiber standpoint, in summary, the military are confronted with the fact of a
decline in the production of allcotton textiles, the rapid growth of the man-made non-celiu-
losic fibers, particularly polyester (both in staple form and in texturized filament yarns), the
loss of an adequate production base in wool textiles, and the absolute need for the develop-
ment of substitutes for cotton duck. All of these fiber factors place an urgent requirement
upon the military and the textile industry for an adequate research and development pro-
gr-m to develop. test, and adopt alternate materials which will be consonant with the fiber
and textile manufacturing capacity situations as they may exist in the 1980-85 time frame.
Development of alterns 10 materials meeting the critical and essential technical requirements
of military textiles and having an assured broad base of sbpply may well take that long.

32-8590 O-178 - 10
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Man-Made Fibers

While in a short range estimate it would sppear desirable for the Department of the
Army and the Department of Defense to move toward broader use of man-made fibers
in military textiles, from the standpoint of the 1980-85 time frame there are distinct

_hazards to placing too great dependence upon textile fibers produced from feedstocks
from the petroche‘mig:gl_i_qqys_t.ry; -

PSSy S

The assessment of the energy outlook for the 1985 iime frame made by the Com-
mittee on the U. S. Energy Outlook of the Naticnal Petroleum Council, and published in
December 1972 by the U.S. Department of thie Interior, has placed the entire situation
with respect to supplies of petroleum ard gas in a context which necessitates differentiating
between usas for man-made fibers where they are required to meet critical or essential n ilitary
characteristics, from uses where natural fibers or blends would equaily serve military needs.

Of the three options for halancing energy supply and demand beyond 1975 outlined
in this report: (a) increzsed emphasis on development of domestic supplies; (b} much
greater reliance upon imports from foreign sources; and {c) restraints upon demard growth,
the report endorses (a) as the best option, while indicating that all three may be needed to
contribute to solving the nation's energy problem. 20

Of the data presented by this Advisory Committee to the U.S. Department of the
Interior with respect to the total energy problem, the following Table, 1eproduced from
the report is perhaps most significant in indicatii:g the seriousnass of the supply situation
on petroleum products to be anticipated in the 1985 time frame.

TABLE XVII

Balance of Trade Deficit in Energy Fuels —198%
(Billion Dollars)

Initial
Appraisal Case | Case (i Case |11 Case IV
Oil tmports (Delivered) 24 54 13.1 20.4 29.1
Natural Gas & LNG Imports 55 4.9 5.0 53 54
Total Energy Fuel imports 279 10.3 18.1 25 345
Oil Exports (0.4) 0.4) (0.4) (0.4) (0.4)
Stearn Coal Exports (2.3) (0.3) (0.3) 0.3) (0.3)
Metaliurgical Coal Exports (2.1) {2.1) (2.1) (2.1) (2.1)
Total Energy Fuel Exports (2.8) (2.8) (2.8) (2.8) (2.8)
Total Energy Fuel Deficit 25.1 7.5 15.3 229 31.7

Source: U.S. Energy Outlook, pg. 298.

20 — National Petroleum Council's Committee on U.S. Energy Outlook,
"U.S. Energy Outlook”  U.S. Dept. of the Interior. 1972. pg. 3.
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The four cases cited represant different assumptions as to action that may be taken
during the next decade to aggressively deveiop domestic fuel sources: Case | assumes the
most optimistic coursas of action without any restrictions as to environmental problems,
economics, etc.; and Case |V that current trends in dealing with the situation will continue.
Cases |1 and 1] are intermaediate. The initial Appraisal projections were regarded in the
final report as perhaps more optimistic than were justified. 21

The sariousness of the trade deficit under any of these situations, even the intermediate
Cases, would present national problems of the gravest significance, particulz-ly since the
needed supplies of oil would have to come very largely from the Arab countries of the Middle
East. In some of the Cases, shown in Tabie X¥VII, as much as three-fourths of U.S. oil imports
in 1985 would have to come from the £ :stern Hemisphere compared with 16% in 1970. The
three-fold to fifteen-foid increase in foreign exchange requirements in 1985 above the current
level could not be easily offset. This overall situation could have serious consequences upon
the military, political, and economic security of the United States, since o\ - country would
become increasingly dependent on the political ard aconomic policies of a relatively smalil
number of countries. 22

Certainly, if the United States were to become dependent to the extent indicated upon
imports, largely from the Middle East, which is an area of potential conflict, the energy supply
situation in the United States during an outbreak of hostilities would necessitate restrictions
of major proportions upon the uss of petroleum products, which undoubtediy would have to
include reductions in aliocations to the petrochemical industry and products based upon its
output. Those who went through World War || will recall the extreme restrictions upcn the
use of rubber, the rationing of gasoline, the modifications made in clothing to save cloth, and
even the reduction in the size and number of pins used to pin a shirt for packing.

With the hazard of a reduction in the supply of petroleum products of the magnitude
indicated by what appears will be our dependence upon imports during the time frame being
used for this study, it would be totally unrealistic not to assume that drastic limitations would
have to be placed upon the production of textile fibers drawn from these sources. The supply
of man-mada fibers for critical and essential military uses can be expected to be assured, but
for uses where other fibers could serve reasonably well or which have been used in the past,
it is not to be expected that priorities could be justified.

It must be recognized that the actual situation with respect to availability of energy from
domestic sources as it may exist during the time frame projected for this study will depend,
quite obviously, upon the urgency with which increasing domestic energy supplies is attacked.

21 —1bid ,
22 — lbid ,
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Considering on the one hand that the U.S. Energy Outlook report places its greatest emphasis
for solution of the energy problem upon increasing nuclear power output 23 while simultan-
eously environmental reviews — as many as 60 clearances i m local, state and national agencies
may be needed — are delaying the planned operating dates of most of the nuclear plants that
have been announced, it does not seem likely that this source will be contributing as much to
the energy mix by 1985 as an optimistic forecast would hope for.

Whether within this time frame the necessary political, economic and financial actions
could be taken to adequately increase supplies of energy from domestic sources to hold down
our growing dependence upon foreign oil and gas to limits which could be considered safe from
a national defense standpoint, can not be forecast at this time. Consndennq the extent to which
such developments would have to depend upon polltucal actions, Tt would be unwise to assume
that dependence upon fore»gn onl |mports will not come close to the higher levels that have been
indicated. If these supplles were fo bu cut off in the event of a sudden outbreak of war, the

~ domestic energy problem woul-i unquestionably require drastic curtailments of every kind in
the use of il and gas and products derived from then-.

Since this analys:s is concerned primrily with the capability of the textile industry to
provide support to a sudden military mobilization, it would appear prudent to emphasize the
need for being prepared Jor the use of alternate textile fibers, the supply of which would not
be dependent upon oil or gas, and which would require the mimimum amount of energy for
their conversion into military textiles. This would indicate the Cesirability for the military
services to ba able, in such an emergency, to obtain quick'ly large quantities of military tex-
tllas made in large part at least, from cotton and wool a

L e T

The prospect of a situation in which umports of both imported textiles and imported oil
and liquified natural gas (LNG) by a sea blockade would be serious enough today, but in the
projected 1980-85 time frame, it raises a specter cf internal civilian shortages of a magnitude
never before visualized by the textile industry or the American public. .E!prepare against
such a contingency the military authorities should give careful weigh! to assu;ing the avail-

bmty as an alternate of adequate supplies of the natural fibers and an industry capability
for converting them into textiles.

23 - Ibid. pg. 201.
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Cotton

The policy of the military services with respect to the use of cotton in military tex-
tiles was summed up in July 1966 in a statement as follows:

““In view of the fact that it is the U.S. Government policy to support cotton,
it is considered that the Defense Department should utilize cotton wherever
practicable in military textile items.

“For some uses the properties of cotton make it the preferred fiber. For other
uses the properties of other fibers make them n.ore desirable than cotton.
Basically, the Department of the Army utilizes cotton as a fiber in textile
materials except where:

“a. There is a distinct advantage from a functional standpoint in the use
of some other fiber, e.g., significant lighter weight, greater strength, superior
properties in respect to flame, thermal resistance, mildew resistance, atc.

“b. Other fibers are available at lower cost in a product of comparable
functional properties.

“c. Where, due to limited industry capacity, cotton textile materials can
not be made available in sdequate quantity to meet the delivery schedules
of the Government procurement agency." 24

The assumption that cotton would always be the ultimate, low-cost textile fiber has
now been challenged as indicated in Figure 15, by the fact that today both polyester and
viscose rayon staple fibers are being priced in the same price range as the better grades of
cotton. Also, while higher raw material costs may force the prices of man-made fibers
upward, the price of cotton is also likely to rise as a result of general inflation and rising
costs of producing cotton. Today, the preference for cotton fabrics for military textiles
on the basis of lower cost does not hoid for alt items. Blended fiber fabrics are available
for some uses at no greater cost, and have greater durabilits..

Sheets are an example of a product where the military services have adopted the poly-
ester /cotton blended materials in place of ¢'! cotton. Adoption of the blended sheets in
1971 was based on two factors: the industry hzJd already shifted over to the blend, and
it was no longer possible to obtain all-cotton shests in the qiuntitios and for the deliveries
required by the military. More important, tests had demonstrated that the blend would
out-wear the ali-cotton item by about two to om.i"s

Replacements of cotton have also besn mads where distinctly superior performance
can he obtained from man-made fibers. The case of load-carrying equipment has been
noted above. On the basis of current trends v:ithin the textile industry to shift further
to man-made fibers, and aiso because of price competition between polyester and cotton,
it may be expected that in the nesr future, further shifts to the use of man-made fibers

28 — US Army Natick Laboratories, “‘Policy on Use of Cotton in Military Textils {tems,”
Natick, Mass. July 1966. o
- ick tories, ‘‘Engineering Practice Study of Sheet, Bed and Pillow-
B e Chom and Polyasier/Catton” Proj.;%o. 9210:0144. Natick, Mass. Apr. 27, 1972.
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will occur in military textiles. As was the case with sheets, the military cannot continue
to seek to use ail-cotton materials if the industry is not making them for the civilian market.

What is called for here is a national policy with respect to the overall energy outiook.
Such a policy seems to be emerging in the growing realization that the best meuns for bring-
ing our foreign trade into balance is to capitalize upon the potential of American agriculture
to produce for export vast quantities of food and fiber products which the rest of the world
needs. We have the acreage, the climate and the knowledge of how to produce abundant
crops, and with it, the ability to create a surplus for export over and above our own needs.

While we have used up during the past certury so large a proportion of our exhaustible
resources, we have one resource, that if properly cared for never becomes exhausted — our
farmland. During the past two decades we have lost to a large extent, for many reasons, our
edge over Western Europe and Japan in manufacturing efficiency and technology. Even
after the deflations in the dollar which have occurred up to this time, our labor costs are
still high in relation to much of our competition. But we can produce agricultural products
more efficiently than anyone else in the world.

Until such time as a national policy emerges with respect to the energy outlook, or there
is a new look at the role of agricultural products including cotton, with respect to our trade
balance, it must be expected that the role of cotton in the textile industry will continue to
decline in competition with the man-made fibers. If this occurs, as appears likely, it will be
to the disadvantage of the military services from the standpoint of their abitity to be supported
in textiles in the event of a major mobilization. It is doubtfui, however, if any action by the
military services alone, attempting to Jeal with some possible future undefined need, will
have much effect upon this trend.

It would be useful, huwever, to point out some actions with respect to cotton which it
would be desirable to take, and which the military services should support in order to keep
this option a viable one for their future protection. Among these, perhaps the most impor-
tant would be the following:

— The continuance of adequate incentives to assure the production of a Isige enough
Srop .\gpich c;_qu_ld keep the United States as an important factor in the cot{;)“n export mafk.et'.
With 2 continuing surplus above domestic consumption of cotton and ability to price it
competitively, there wouid be a reserve both of fiber and acreage which would be available
for increased production in the event of 3 mobilization.

- fEEroprine steps ta incraase the carry-over so that a balanced stock of grvades and 26
staples would be available in a future emergency. As shown in Figure 16, the carry-over has
now declir;ed‘i:) a lavel where it would not be'adod'uate from a military standpoint if a need
arose for a sudden increa<a in production of military fabrics. Just what a suitable carry-over
level should be is something that should be the subject of an appropriate study. it would
appear, however, on the basis of the experien:e during World War 11 and the Korean War,

26 - National Cotton Council of America.
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that it should approach one year's crop. The unfortunate reduction in acreage in the
Spring of 1950, just before the outbreak of the Korean War should serve as an object
lesson that reserves of a basic military raw material should be kept at an adequate level,
particularly where they do not become a static stockpiie.

- Any possnblo actions wi:ich would tend to stabilize the price of cotton, and _
thereby mko_} unm dniuhl_o hbof for use by the textile industry. Wide gynt'ons
in the price, such as have occurred several times in ncom years, have hurt the market
for cctton and weakened its competitive position.

In summary, it must be recognized that a major military policy must siways be to
plan to utilize materials which are readily available in adequate amounts from domestic
sources, and to avoid being dependent upon materials which must be imported, and the
supply of which, in time of war, could be subject to being cut off through blockading
of the sea lanes. Takirg into account the cloud on the horizon with respect to the
unavoidable increasing dependence of the United States upon imports of oil irom the
Middle East over the next decade, |t should become a matter of basic policy for the
mmury sorvicos to pfOVldC practmblo assn.shtir::c to maintaining a viable cotton toxtul‘o
lndustvy lnd adoquato supplm of raw cotton.

- Be e it e
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Vi. LABOR

Industrisl mobilization of the textile industry in support of a rapid expansion of the
armed forces would necessitate an adequate labor force to assure full utilization of industry
capacity. It does not appear at this time, however, that there can be assurance that the tex-
tils industry, which has become incraasingly concentrated in a relatively small area in the
Southeast could count on a labor supply that could assure full-scale opesation.

Currently, a critical labor shortage exists in the textile areas of the Carolinas. It does
not appear there is any ressonable hope that this situation will be alleviated in the foresee-
able future. Unemployment has recently been reported as iow as 1.4% in the Greenville
area, and mill managements regard their future labor supply as a critical problem.

In March 1973, the announcement that the Michelin Tire Corporation was planning to
bui:3 two plants in Anderson and Gresnville counties, South Carolina, was met by opposi-
tion by the press of the State. A Columbia, South Carolina paper stated that *‘serious eco-
nomic dislocation can resuit from the sudden crestion of a large demand for labor in a tight
labor market. Thae victims can be not only the textile industry but later industries which
themseives have become integrated in the local economy. They, too, must have a labor
supply to continue in business.” The two plants would require an estimated 1800 workers
by 1974-75, Textile and other industries in the aisa were despiy concerned. 27

This tight labor market in the textile manufacturing area represants the impact of the
big southern drive during the 50's to bring industries into local communities in the South
whaere labor was availabie and unions relatively ineffective. As a result, the ares from
Richmond, Virginia to Montgomery, Alabama becamne the fastest growing industrial area
in the country. In an articie in the Daily News Record of November 30, 1972, it w .« stated
that few millsen the Southeast were able to man three six-day shifts to mest the upsurge in
demand for cloth.

in a competitive labor market, textiles are at a disadvantage for a number of reasons.
Among these the foll~ ving are most frequently cited :

= Young peopie are not being attracted to the mills, and the average age of workers
is rising.

— Textile mill production is geared to three shift operation, and in a tight labor
market, it becomas difficult to man the second and third shifts.

= Increasing the labor supply in the textile areas would necessitate bringing in workers
from the outside. This would require long range planning, housing developments, training
programs, and the risk of losing such labor to competing industries.

— Wage rates i textile mills have been lower than in competing industries. The
pressure of competition from imports froin iow-wage countries, where labor is p<id only 3
fraction of the U.S. wage, holds down wages in the tex.tile industry.  Local differentials

27 — Daily News Record, New York. March 12,1973,
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may not be 1. ge, but competing industries are bettar able to pay a higher wage and to
maintain a differential. Overall average hourly gross earnings for textile miil employees
in January 1973, as reported by the U.S. Buredu of Labor Statistics, were $2.86 as com-
pared with $3.99 for all manufacturing industries. This wage differential militates against
bringing in labor from the outside.

It is generally conceded that if new mills wr. e to be built, they wouid probably be
focated outside the present {extile manufacturirg a-eas. Howaever, as indicated above,
the likelihood of any large scale expansion of the textile industry, particularly in the broad-
woven goods manufacturing industry, is quite uniikely in the immediate future.

While more could be said about this labor situation, it is considered that what has been
outlined above Is indicative that a decads hence there could well not be the available labor
supply to obtain full-scale production from the textile mills. Certzinly, if men were called
into military service, takivg labor out of thess aress, the difficulty of obtaining full pro-

duction could create a ssrious problem for the military during the critical sarly period of
mobilizat.on.

75



151

Vil. OTHER RELATED INDUSTRIES

While the major concern of this study has been focused upon textiles, and primarily
broadwoven goods, the fact that textiles must be finished and then fabricated into various
ond products for military use necessitates that some consideration be given to potentially
critical supply and production areas in their finishing and tabrication.

Dyes

The fabrics for military uniforms, clothing and equipment are produced in a relatively
few shades which, for the most part, do not confor:1 to volume shades produced for the
clvilian market. Also, field items are colored to provide camoufiage against both visual
observation and detection by various types of battlefield surveillance instrumentation.
Hence, in large scale military procurement of textiles, large quantities of particular dyes
would be needed. In general, this could be achieved without major problems in industry
conversion, due to the general versatility of dyestuft manufacturing capacity. The chief
problem would be one of the time required for conversion. Also, since these requirements
would be met by sub-contracts, integration of dysstuff requirements with cloth procure-
ments would be needed to avoid potential delays in finished textile deliveries.

The environmental problem caused by the use of mercuric oxide in the process c{
making aipha-amino anthraquinone, has led to the discontinuance of the U.S. manufacture
of this key intermediate for the vat dyes used in military shade:. While potentiaily this
problem may be resolved over the next decade, the fact that it exists and could be a source
of delay in mesting military requirements should not be overiooked in mobiliutlgr.\ planning.

Clothing Manufacturing

Since items of uniform and clothing used by the military services utilize the saine tech-
nology and equipment as corresponding civilian tems, it may be assumed that adequate sew-

ing capacity would exist in the civilian garment industry to meet military requirements ina
mobilization.

Such an assumption should be made with considerable caution. The clothing industry
is comprised for the most part of many relatively small firms geared to specialized production
of particule: “tems, and the mobilizing of sufficient capacity for major build-up in Vietnam
in 1966, which was of relatively small size, made it necessary to issue rated orders on clothing
and uniform manufacturers in order to get enough production to supply our troops.
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Also the assumption that garment manufacturers can turn readily from a normal
civilian line tu making a military item is not actually true. The transformation of a
sewing room by rearranging the production line, re-training of warkers, establishing new
quality controls, etc., is not something that can be done without time being required for
this change-over to be made.

Military items furthermore are not necessarily similar to cwvilian items which a parti-
cular firm may be making. For example, the combat coat and trousers of the Army are
provided with special functional features: cargo pockets, closures at the wrists, etc., an
action sleeve and a hood that drops down inside the collar, and utilize cloth and findings
that may be quite different from what the firm may have used in its own lines. Also,
special sewing machines may be required to perform certain operations that could be for-
eign to the firm’s normal production.

Experience has shown that conversion of garment manufacturing plants takes much
maore time and is far more complicated than is assumed by military planners who are not
familiar with the operations of the garment industry. The extent to which conversion may
have to extend in order to get needed production may be indicated by the fact that in
World War |1, women's girdle manufacturers were converted to making men’s shirts and
trousers. Obviously, much new sewing equipment was needed, a1d new training before
such p’ants could get into production.

Also, with the wide range of quality which exists in civilian products, the attempt to
get a large number of firms all producing a given item to the same quality standards creates
prablems in conversion: the better grade houses have to change their normal manufacturing
procedures and may drop certain operations, such as use of hand finishing, while iower grade
firms may have difficulty getting their quality up to a minimum standard. This coservation
remains valid even after making allowances for variation in quality which may have to be
accepted from different firms.

The major probiem here is not that conversion cannot be accomplished. It is that time
is required — and avoidance of delays during the critical first year of mobilization must, in
every possible way, be the major concern of those involved in planning and procurement.

Equipage and Tents

The canvas goods industry, which is the base industry for the production of military
equipage and tents, is comprised for the most part of relatively small firms specializing in
serving a local market. The expansion of production required in time of mobilization far
exceeds the capa=ity 2 the industry, and many new firms must be brought into produc-
tion, it quantity output is to be attained quickly.

The comments made earlier in this st.d. with respect to cotton duck are, in general,
applicable here. Building up to large scale [..oduction of packs and the other items of
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personal equipment of the soldier, sleeping bags, paulins and tents — particularly large
tents — all wili present a major problem. Since these items, unlike basic clothing items,
do not wear out in pesce-time use, stocks on hand serve for a long time. As a r.sult,
there is littie peace-time procurement, and few firms are geared up to go into production
when requirements do arise. In a sense, this problem simg!y increases the problem airecady
outlined with respect to duck, except that where substitu.es for duck are developed, the
fabrication problem will still need to be solved.

Personnel Armor

Just what form personnel armor will take a decade hence cannot be forecast a¢ this
time. Howaever, to the extent that textile materials are used, there will be the dual prob-
lem of fabric production and item fabrication. Again, these are items that do not wear
out in peace-tims, so that it would be unlikely that thcre would be firms in production
for the military at the time of mobilization.

There is the further important problem of the heimet and liner. Currently, the heimet
liner is a nyion reinforce- plastic molded item. Considerable difficulty was encountered
getting new firms into production of it during the war in Vietnam, 3.~ serious delays were
encountered. This, again, is not a peace-time industry, :nd producti. « would have to be
started from scratch to obtain large production. Whether it is just tha liner or the entire
helmet that would require molding, the problem of getting into volume production could
present major problems.

Parachutes

Just what role parachute delivery of supplies and personnel will play in combat a
decade hence cannot, of course, be forecast at this time. 1t would be unreasonable to
expect, however, that some air delivery, at least of supplies, would not be required, so
that planning for the manufacture of parachutes should not be overiooked.

Parachutes are an item, however, which has no significant civilian counterpart. Para-
chute manufacturing is basically a war industry, and without a continuiryg procurement
program, it would have to be expected that production would have to start at first only
from a limited industry base in the event of mobilization. Of the nine firms currently in
this industry.it would be doubtful that more than one or 1.+t could survive a prolonged
period of peace with little military procurement.

Coordinate with the parachute textile materials, there is the specialized hardware
used in the parachute. Whether the tools and dies needed for production of these com-
ponents would be available after a long period of low procurement presents another
probiem.

28 — Defense Supply Agency, "“Report on the Management of Parachutes (FSC 1670)
within the Department of Defense.” March 1966,
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While the need for aerial delivery may be unpredictablc, experience has shown that
where air delivery of supplies is needed, very large numhcrs of parachutes are needed,
and that these may be largely expendable — recovery may be so low that the quantity of
parachutes required could reach very large proportions. The neri for an expendable
parachute, which could be produced very quickly in very 'arge quantities could weli be
one of the most critical items required in some future emergency. It would appear that
the provision of an adequate production base for such an iter couid well be the deter-
mining factor in the success or failure of a military operation or the ability of a military
force to be able to continue to be effective.  The importance of mobilization planning
for such a contingency cannot be over-estimated.

Other Related Industries

As is well understood by the industry groups that would need to be calied upon to
meet a military emergency, there are many other industries which must be able to pro-
vide support to the major textile manufacturing, finishing and fabricating industries
directly concerned with supply to the military establishment.

It is not necessary to dwell here on this aspect in depth. On the other hand, it has
been noted that military officers who do uot have background in the textile and clothing
commodity areas find the complexity of production and supply in these fields batfling
and frustrating. The provision of commodity training to military officers who will have
responsibility for planning and procurement in this area is essential to their effective
understanding of the operations and the inter-relations of these various industries, espec-
ially where a major effart must be made to move into volume production quickly on
military textite items,
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Vill. SUMMARY AND CONCLUSICNS

The basic question for consideration in this study has been whether the textile
industry, as it is now constituted and with the trends presently taking place within it,
could, in a future mobilization, mest the needs for military textiles.

This question actually has two parts:  first, would there be a broad industry base
to supply the needed military textiles by immaediate conversion of the industry on a
broad scale to provide large quantities of textiles quickly: second, if the conflict were
prolonged, would the industry base be adequate to meet the needs of both the military
and the civilian population?

That a critical supply problem could occur in textiles has not been seriously con-
sidered by the military services in the past. Generally, it has been assumeo that in an
area like textiles, where the military product resembles the kinds of products the industry
makes for civilians in time of peace, industrial capacity could "¢ quickiy turned around
in time of war to producing what the military would need.

The performance of tha textile industry in mesting military requirements in Worid
War i}, the Korean War and our involvement in Southeast Asia hat contributed to this
attitude. Howaever, the unusual circumstances and the extraordinary efforts which made
it possible for the textile industry to supply the military with its requirements during
these mobilization periods, particularly during the rapid build-up in World War |l and
Kores, are no longer remembered.

As a matter of fact, the textile industry as it existed in these three war periods of
the past thirty years no longer exists. The circumstances which made possible the success-
ful supply support of textiles and products made from them could not be re<created even
today.

Also, the produ~tion base of this industry is no longer relatively static, i.e., thata
mill having certain equipment and making a certain type of product can be azsumed to
be making essentially that same type of product at some future date. To keep abreast
of changes in the market, mills making one product this year may be converted a yesr
or two from now to making a wholly different product using quite different production
equipment.

Accordingly, both the military services and the textile industry have a whole new set
of factors to deal with in respect to mobilization of the production capacity of the textile
industry for military production, and over the next ten to fiftesn years, far greater changes
must be expected to take place.
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Military Requirements

To dea! with the basic question underlying this study, it has been necessary to define
military requirements in some specific terms,

According to their tachnical requirements, military textiles can be considered as fall-
ing into £'~o major groups: those for which specific functional performance characteristics
are critical or essential, and those which conform closely to their commercial counterparts.
The technical requirements for the first group have been carefu  reviewed and are stated
in Appendix A. It will be noted that the technical requirements for these military textiles
are relatively inflexible. In large part they relate to the protection, safety and efficiency
of combai troops and can be met only by specific types of textiles for which an adequate
industry production base, capable of rapid expansion in a mobilization, is essential to the
effectiveness of our military posture.

Quantitative reouirements present a different kind of problem, in that whatever the
requirements might be would be dependent upon a highly complex array of unknown
future events and assumptions with respect to them which are beyond the scope of this
study. What has been done, however, has been to review quite carefully the experience
of the textile industry with respect to the mobilization efforts in the three wars in which
our country has been involved during the past thirty years. From this anaiysis, an assump-
tion has been made , to give this study some base of reference, that, as occurred in both
World War Il and Korea, in a future emergency in the 1980-85 time frame our armed forces
would have to be doubled in strength during the first year. The situation with respect to
Vietnam, involving a creeping mobilization, has not been considered as typical of what
might occur in some future mobilization.

Taking into consideration the above, and also the important statement rnade by
General Eisenhower in his Final Report as Chiaf of Staff in 1948, that “"What we are abte
or not able to do within the first sixty days o1 another war will be decisive in its determin-
ation of our ability to carry the war to a successful conclusion” 29. the study has been
focused upon the speed with which the i~dustry could respond to a call for immediate
production of large quantities of military textiles within the shortest possible period of
time.

The review of our experience in World War 11 shows that the textile industry was able
to meet the requirements for textiles to support the mobilization of our armed forces, only
because of the partial mobilization which had already been occurring during the preceding
two years through the existence of unused production capacity and ample stocks of raw
materials, and mandatory controls by which many complex conversions of capacity to
military use could be accomplished.

29 — Dwight D. Eisenhower, Final Report of the Chief of Statf, United States Army, to
the Secretary of the Army, February 7, 1948, pg. 17.
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The Korean War, if it may be considered as representative of the situation crested
by a sudden outbreak of hostilities. showed the dimensions of the problem ot industrial
mobilization as it applied to the textile and related industries. Here, delivery of critical
items of supply could not be a:fected untit the second year of the war. Without carry-
over stocks from Worid War (1, the supply failure would have been littte short of disas
trous. As it was, it became necessary in January 1951 to stop induction of troops into
the armed forces due to shortages of clothing and uniforms. The circumstances which
contributed to these supply problems could well be repeated in some form in any sudden
call for mobilization.

Trends in Industry Capacity

Almcsst all military textiles fall into the broadwoven goods sector of the industry.
While total product.on in the area amounts to around 11 bitlior: linear yards per year,
military textiles are concentrated in a relativey few classes of products as shown in
Table X1, page 46. The classes of most critical importance at this time, in terms of
the vniumae that would be required in a mobilization: duck, fine cotton goods (combed)
and worste.'s, have a small industry base today, and production in all three areas is in a
downward trend.

The impact of imports has been serious, not just because they have taken over 15%
of the U.S. broadwoven goods market, but also because our national policy has been
pointed toward the turning over the growth in our home market to the less developed
countries of the world as a first step toward their industrialization. Also the concentra-
tion of imports in certain sectors of the market has been highly damaging; e.g., the U.S.
woolen and worsted industry has been largely liquidated as a result of competition from
imports, plus the in-roads made in the last few years by knits. As a result, there is no
longer a viable woolen and worsted industry upon which the military could count for
the quantities of textiles that would be required in a mobilization.

The most serious aspect of this situation, however, lies in the resulting unattractive-
ness of the broadwoven goods industry as a potential area for capital investment in new
mills. With the profit margins held down by low-price imports, there is littie liketihood
of growth other than that arising from the installation of more productive equipment
in existing mills. Accordingly, looking into the 1980-85 time frams, selected as 4 hise
for this study, this industry will be providing a smalier and smalier part of the U.S. market,
and in proportion to total consumer demand, will have less capacity to meet combined
military and civilian demands in a future vmergency.

A further disturbing factor with respect to the future is the fa t that the U.S. textile
machinery industry does not have complete machinery product lines to furnish the textile
industry. Much of the special purpose machinery used in military fabric and yarn produc-

ticn is no longer available from U.S. firms. (n a war period, spare parts of much of the
machinery in U.S. mills would not be available from their foreign sources. This could cost
production and cause serious delays in supplying military needs.

32-850 O - 78 - 11
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Raw Materials

Current trends in fiber consumption show the rapid rise in utilization of the non-
cellulosic man-made fibers by the U. S. textile industry. This trend, based especially
upon the fact that polyester staple is now in a competitive price area with the better
cottons and the greatly expanded markets for fabrics and carpeting made from tex-
turized tilament yarns of polyester and nylon, can be expected to continue into the
time | .me projected for this study.

Military utilization of the man-made fibers has been increasing both in blends and
as replacemer: ; for cotton in special uses, such as in load-carrying equipment.

However, looking into the 1980-85 time frame, the assessment of the energy out-
look which has been made by the Committee of the U.S. Energy Outiook of the Nation-
al Petroleum Council, and published in December 1972 by the U.S. Department of the
Interior, has placed the entire situation with respect to supplies f petroleum and gas

in a context which requires reassessment s to the necessity of using man-made fibers
drawn from those raw materials.

In view of the seriousness of the potential balance of trade deficit in energy fuels
that may exist by that time, and its consequences upon the military, political and eco-
nomic sacurity of the United States, it must be anticipated that too great dependence
upon fibers drawn from petrochemica’ feedstocks could present undesirable hazards to
the military services from a supply standpoint.

Accordingly, the desirability of keeping open all options with respect to the utiliza-
tion of cotton in military textiles shouid be recognized and continued as a policy of the
Department of the Army and the Departmen: of Defense.

a3
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Conclusions

1. The production base of the textile industry can no longer be considered to be
relatively static. Where long term planning is concerned, it must be recognized that mills
making a particular product in ona year may, in response to market changes, no longer
be making that product, or be able to maks it, even oniy a year or two later.

2. Since the functional performance requirements for military textiles essentially
limit tham at this time to broadwoven goods, the future of this segment of the textile
industry is a matter of major concern to national defense.

3. Production of broadwoven goods has not been rising in recent years proportion-
ate to the growth of consumer demand for textiles, nor is it likely, in the near future, to
be ar. attractive area for investment of new capital for significant expansion. Imports,
which can be expected to c:ntinue to expand beyond their present 15% of the market
althcugh at a somewhat reduced rate, and competition from knitted fabrics, constitute
limiting factors on arowth of broadwoven goods production.

4. Some of the segments of the broadwoven goods industry of most direct impor-
tance for military textiles (see Table X|1) are quite limited in capacity, particularly duck,
fine combed cotton goods and worsteds, and are in a downward trend.

5. The trend in tha textile industry and the U.S. textiie market toward increased
use of the non-cellulosic man-madae fibers, sither in blend «ith the natural fibers or as
replacements for them, will necessitate some redevelopment of present military textiles
in order tr, ikeep sources of <upply avaitable.

6. From the standpoint of national security, too great a comm tment to the man-
made fibers should be regarded with caution when regarded from the standpoint of the
;i-mo frama projected in this study, 1980-85. The balance of trade deficit in energy fuels
which-'un be anticipated by that date could have serious consaquences upon the military,
political and economic security of the United States, since our country would become
increasingly dependent on the political and economic policies of a relatively small number
of countries in the Middle East. Under these conditions, it would appear to be a prudent
course of action for the military to be prepared for the use of alternate textile fibers, the
supply of which wouid not be dependent upon oil or gas, and which would require the
minimum amount of energy for their conversion into military textiles. This would indi-
cate the desirability for the military services to be abie in such an emergency to obtain
quickly large quantities of military textiles made from cotton and wool. From this stand-
point, the maintenance of textile manufacturing facilities capable of producing textiles
from cotton, and the continued use of textiles predominantly made from cotton by the
military, would appear to be in the interests of national security.
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7. The present policy of the military services with respect to the use of cotton
(pg- 69 of the report) should be continued. It should be supported by positive actions
by appropriate government authorities to (a) - minimize the fluctuations in the price
of -otton which adversely affect its desirability to textile manufacturers; (bj - assure
a carry-over of adequate size to meet possible military needs as to quantity, grade and
staple at any time in the crop year.

8. The lack of a pciential reserve of labor in the major textile manufacturing areas,
which could well continue or intensify over the next several years, could pose a serious

problem to achieving a high level of output on military textiles quickly in the event of
mobilization.

9. Lack of a broad-based textile machinery industry within the United States, with
so large a proportion of presently installied mill equipment having been made overseas,
could create a serious spare parts problem in a crisis situation. Loss of production capacity
during the early part of the period while domestic manufacturers tooled up to produce
needed parts for foreign equipment could seriously limit the capability of the industry to
reach high production leveis quickly,

10. The industries which convert textiles into the end items used by troops: para-
chutes, protective combat clothing, uniforms, equipment, personnel armor, etc., car be
expected to lose contact with military items during a prolonged period of peace. They
may accordingly be ill-prepared to move quickly into production of military items in an
emergency. Some industries which produce almost entirely for the military, such as those
making parachutes, personnel armer, and large tents, may be so reduced in size as to be
quite inadequate as a production base from which to provide large scale production.

11. (a) A broad-based research and development program to develop alternate textile
materials which will be in consonance with industry’s capabilities for large scale produc-
tion within the projected time frame, 1980-85, and yet which will meet all critical and
essential technical requirements should he undertaken as a matter of priority.

(b) In view of the rapid charniges taking place in the industry on the one hand, and
the need for prudent reserve about t0o great a commitment to man-made fibers based upon
oil, of which a large part will have to be imported in the time frame suggested, such a re-
search and development program should proceed along several lines simultaneously, includ-
ing especially the upgrading of the performance of cotton textiles or limited mixtures of
other fibers with cotton. The support of industry and the U.S. Department of Agricuiture
should be ohtained on as broad a base as possible to assure the availability of materials
conforming to all military needs.
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12.  The complaxity of the . . ...¢ and related industries and their unlikeness ‘o
the hard good industrics which has baffled and frustrated so many military personnel
who have not had previous relation to these industries, would indicate the need for a
commodity training program, such as a graduate program in textiles at university level
for officers who are to be a:signed in the fields of procurement, supply or administra-
tion in this area. The success of the World War || Quartermaster textile and clothing
operation was due largely to the fact ihat practically all oificers involved in it were
drawn from the textile and ciothing industries. The availability of otficers with such
training in the future will be essential to effective operation of a future mobilization
program.

13. (a) Witn respect to the first of the two parts of the basic question raised in this
study, viz., the availability of a bro2J industry base to supply needed military textiles in
large quantities quickiy upon mobilization, it is clear that at present such a broad base
does not exist for duck, fine combed cotton goods, or worsted uniform fabrics. Also,
because of the special manufacturing equipment required to make these fabrics, very little
conversion of other mills’ capacit could be turned to producing them. Alternate mater-
ials are needed as either partial or total replacements for these materials.

(b) But even for total textile needs, there can be serious question whether con-
version of the industry could be accomplished quickly enough, together with that of the
industries which would have to convert textiles into the end items used by troops, to
bring croduction up to usage rate by the end of a year, it large scale mobilizztion were nec-
essary. As shown in this study, there are numerous unfavorable factors which could delay
attainment of a required high level of production quickly. The repetition of what occurred
during the Korean War, when quantity production could not be attained until the second
year -f the war, should be recognized as a potential hazard.

14. As to the other aspect of whether, if the conflict were prolonged, the industry
base would be adequate to meet the needs both of the miliiary and the civilian popula-
tion, the answer is clearly negative. With a large segment of the total civilian demand now
being met by imports, which can be expected to increass in coming years, the demands
for military textiles would so limit the amount availzble to consumers that, with imports
shut off, severe limitations upon civilian usage would be required. The resulting morale
aspects and the problems of price controls, black markets, etc., could be serious as was
demonstrated during Wor!d War |1, where the supply situation was far less critical than it
would be in the future or even today.
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APPENDIX A

TECHNICAL REQUIREMENTS FOR MILITARY TEXTILES

The technical requirements for the textiles used in military uniforms, combat
clothing/equipment systems, tents and paulins, and parachutes which are listed in
this Appendix have been identified according to the following three-way classifica-
tion:

Critical

Requirements which cannot be compromised without endangering life,
health or military capability.

Essential

Requirements essential to end item or system performance, the absence

of which would adversely affect the accomplishment of a military mission.
Desirable

Requirements which enhance the protection of the user, extend the life of

the item, or build morale through improving the military appearance of the
troops.
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1. Service Uniforms

The technical requirement:. tor a satisfactory service uniform fabric can be
stated as follows:

TABLE A-l
TECHNICAL REQUIREMENTS FOR UNIFORM FABRICS

Essential

Appearance

— Excelient appearance when properly tailored.

— Retention of good appearance throughout prolonged wear.

= Ability to return to original appearance after being worn,
allowed to hang and/or be pressed.

— Resistant to wrinkling.

= Rasistant to stretching or sagging.

— Resistant to seam puckering.

— Good drapabitity.

— Crease retention in trousers.

Body

= Sufficient body to support insignia, campaign bars and other
ornamentation without sagging or distortion.

Care

— Resistant to soifing.
— Easy to clean.
— Capable of aiteration without leaving stitch or crease marks.

Comfort

— Water vapor permeable

~ Of proper weight for the season, taking into account limitations
on heating of housing in wartime.

Color

- Dyeable to exact shade match with fast colors.

Desirable

— Tear resistant

~— Abrasion resistant

~— Raesistant to shining
= Raesistant to pilling
— Resistant to snagging

— Resistant to meiting from cigarette ash

A-2
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Traditionally, wool has besn the fiber of choice for military uniforms. It possesses
most of the essential and desirable properties for making a good uniform fabric. Blends
of wool with man-made fibers, particularly polyester, have in recent years produced good
uniform fabrics with some advantage in resistance to wrinkling. It is to be expected that,
in the future, satisfactory uniform fabrics will increasirgly be made by utilizing of man-
made fibers, either in biends or 100% man-made. Summer semi-dress uniiforms, while
presently made from ail-cotton fabrics, can be expected in the near future to be changed
to durable press polyester/cotton fabrics.

The principal fabrics ctirrently being used in men’s Army uniforms are listed in Table

TEXTILES USED IN ARMY MEN'S UNIFORMS

Cloth, wool, gabardine

Cloth, wool flannel, lining

Cloth, polyester/cotton poplin
Cioth, polyester/cotton broadcioth

Cloth, cotton 78x78 print cloth

Cloth, rib-knit, cotion
Cloth, jersey knit, cotton

Cloth, polyester/wool, tropical
Cloth, wool, interlining

A2,
TABLE A-2
No.
Winter Uniform Issued Fabrics Used
Winter Uniform 1 Cloth, wool, serge
(Cap, coat and Cloth, rayon, lining
trousers) Silisic
Other woven textiles
Overcoat 1
Cloth, rayon, lining
Other woven textiles
Raincoat 1
Other woven textiles
Shirt 2
Iinterlining
Drawers, Boxer 4
Style or
Drawers, Brief Style
Undershirt 4
T-shirt
Beit, trousers 1 Webbing, cotton
Necktie 1
Shoes 1 Linings
Socks 3

Summer Uniform

Summer uniform 1
(Cap, coat and
trousers)

Total — woven fabrics, winter uniicrm

Cloth, polyester/wool, tropical
Cloth, rayon, lining

Silisia

Other woven textiles

A-3

. Yard
?800 %e:\ per

5342

2399

1648

1489

5050
1432
2796
2269

6250
90

4436
436

2397

264
14
165

36,877

5708
1996
1698
1800
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No. Sq. Yards per
Summer Uniform  Issued Fabrics Used 1000 Men
Semi-dress 3 Cloth, cotton, uniform twill 15,525
uniform (Shirt Other woven textiles 2,454
and trousers)
Utility uniform 2 Cloth, cotton, sateen 11216

Shirt & trousers
(Shi rousers) Total woven fabrizs for summer & utility uniforms 40,397

Total — woven fabrics required for initial issue 77,274

The figures shown in Table A-2 of 36.9 sq yds for the winter uniform, and 40.4 sq yds
for the summer and utility uniforms, with a total of 77.3 sq yds per man are useful only
in giving an overall perspective of the kinds of woven textiles required for military uni-
forms and the relative amounts of each. The actual -equirements would need to take
into account basic stockage requirements for sized items (approximately 50% above troop
strength), tne ogtion given to troops to purchase additional uniforms, which ustally is
necessary, the amounts required to fill the pipe-line, including intermediate stockage points,
and many other factors.

In general, the technical requirements for women's uniforms and for the uniforms of the
other military services, correspond to those listed above. The overall yardage figures ner
uniform would not difrer greatly, although the particular fabrics may be different. New
fabrics now under evaluation by the Army and also by the other military services, wil! un-
doubtedly in time, replace many of those listed above.

Military uniforms serve tc achieve uniformity in appearance and a sense of belonging to
a military service, as well as give the soldier a feeling of pride in his unit, pride in the Army
and pride in his country. For this use, fabrics are needed which are both very durabie and
v. vich will provide a fine-appearing uniform when well-tailored and well-fitted.

A4
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2. Protective Ciothing and Equipment Systems

Protective clothing and equipment systems include ail items of clothing, headwear,
handwear and footwear which provide passive protection to the individual soldier against
both natural environments and enemy-imposed hazards, including chemical warfare pro-
tective clothing against percutaneous agents, personnel armor, and all items of personel
military equipment used by the individuat soldier, such as lcad carrying equipment, sieep-
ing gear, and related items,

The separation of combat protective clothing from the Army's service uniform,
which came with the adoption of the Army Green uniform in 1954, has made possihle

concentration upon enhancing the functional and protective properties in the textiles used
in combat clothing.

Provision of higher {evels of protection in the soldier’s clothing system, realized in
part during Woild War 11, by textiles specifically developed to give greater protection against
the natural environment, has now become a necessity due to technological advances in mun-
itions and weaponry which have greatly increased the power of the offensive. What are now
required are multi-functional textile materials, having the capability through the fiber, the
fabric, and a functional finish of providing simultaneously more than one type of protection.

A summary of the required technical characteristics for nine slements of the soldier's
total protective clothing/equipment system is shown in Table A-3. Detailed discussion of
these technical requirements follows, together with explanation of the function -of some of
these requirements. It will be noted that, in some instances, the requirements exceed the
performance of presently used fabrics. In these cases, it is anticipated that the more demand-
ing requirements are within the long range capability of the industry to meet.
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3.  Hot Weather Combat C'othing
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The technical requirements for the textiles used in the Army's hot weather combat
clothing system as listed in Table A-3 are further detailed below:

TABLE A4

TECHNICAL REQUIREMENTS FOR TEXTILES

USED IN HOT WEATHER COMBAT CLOTHING

Critical

— Water vapor permeable

— Light weight
— Water absorbent

— Thin
Essentia!

— Tezr Resistant
— Quick drying
— Tightly woven

— Good drapability

— Soft
— Dyeable with fast
camouflage colors

— Easy to clean

Desirabie

— Abrasion resist.nt

— Melt resistant

— Fire and thermai resistant
~ Mildew resistant

— Good appearance

— Able to zpass body moisture at rates not less than
35 g/m<hr at 70°F anc 55% RH

-- Not over 4.5 o:;z/yd2

== Able to wet out rapidly and to bring body mois-
ture to outer surface for evaporative cooling at
rates in excess of 5 g/H2/min. at 70°F and 65% RH

— Not over .010 inches thick

— Not less than 3 x 3 Ibs. (Eimendorf)

— Interstice size and contour of proportions to
prevent mosquitoes from bitin%through; usuaily
met by air permeability of 6 f /ftz/min. or less.

— Able to cling close to the body with minimum
interference with body movement.

— Free from scratchiness

A7
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The major concern in the designing of a combat uniform for hot, humid climates
is to reduce the hazard of heat stress ti:at may cause heat casualties. For the body to
remain in theraal equilibrium, the amount of heat gained from the environment and
from energy expenditure by the individual must be equalied by the amount of heat dis-
sipated. Since the body’s main defense against heat stress is through the evaporation
of sweat poured out on the skin's surface by the sweat glands, the clothing sy stem must

be such as to assist in this method of body cooling so that the sweat is utilized as effici-
ently as possible.

The four fabric properties which contribute to efficient use of the body's sweat for
cooling of the skin surface have been listed ir. Table A-4 as critical. The fabric should be
as thin as practicable, so that the cooling effect resulting from evaporation is as close to
the skin surface as possible. It should be water absorbent so that the moisture is wicked
over a broad surface area for evaporation. Under conditions of frequent wetting, it is
essential that the fabric be able to dry quickly, since there is 0 much moisture to con-
tend with from showers, vegetation, streams, and perspiration. it must also be water
vapor permeable, and it should be as light in weight as practicable to hold down the over-
all load of the soldier.

The factor that most limits lightress in weight is the need to maintain reasonable tear
resistance. This property is further compromised by the need of the fabric to be tightly
woven with uniformly small interstices to prevent mosquitoes from biting through it.

The rip-stop cotton poplin used in the tropical combat uniforms furnished to our -
troops in Vietnam served the purpose very well. That uniform was one of the dest-liked
items the troops had. The jacket and trousers, with ampie cargo pockets in each, only
weighed two pounds. It lacked durability, however, due to relatively low tear strength.

This rip-stop poplin made from combed 40's, 2-ply yarns in the warp , and 21 singles
filling has been made in the combed goods section of the textile industry which has been
largely liquidated in recent years, both as a resuit of imports and changes in the market
away from combed all-cotton fabrics, and only intermittent demand from the military
services. It is doubtful if it could be produced readily again in the quantities pu_r,rhasod to
support the war in “/.etnam, amounting to over 110 million yards.

A potentiai substitute for this poplin would be a nylon-cotton blend using singles
yarns in warp and tilling. A lightweight 70/30 nylon/cotton fabric that would provide

thermal protection similar to that provided in cold weather clothing has been tested ex-
perimentally.
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TEXTILES USED INHOT WEATHER COMBAT CLOTHING
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Item

Boot, Combat
Tropicai

Cap, hot weather

Coat, hot weather
poplin

Hat & insect net

Poncho

Poncho Liner

Shirt, sleeping

Socks, wool,
cushion sole or
Socks, nylon

Cloth, knitted, nylon and triacetate

TABLE A-5
No.
Issued Fabrics Used
2 Cotton/nylon duck
Cloth, cotton, twill
1 Cloth, polyester/rayon
Cloth, oxford, nylon
5 Cloth, poplin, ripstop
1 Cloth, poplin, ripstop
Netting, nylon tricot
1 Cloth, ripstop, nylon
Cloth, cotton
1 Cloth, ripstop, nylon
Polyester batting
Cloth, nyion, rib-knit
Cloth, cotton, silesia
5

Trousers, hot weather 5

poplin

Cloth, poplin, ripstop

Total, woven fabrics

Sq. Yds. per

1000 men

644
217

32
18,375

781

6060
174

9246

18,430

55,271

As indicated ab ‘¢ in respect to Table A-2 for fabrics for uniforms, these figures
showing the yardage required to outfit each man are useful only to give an overall per-
spective of the kinds and relative amounts of woven textiles required for troops being
outfitted to serve in such climatic areas. it will be noted that the underwear, web beit,

and other accessories of the summer uniform are not repeated in this lable.
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4. Cold Weather Combat Clothing
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The technical requirements for the textiles used in the Army’s cold weather
combat clothing system, as listed in Table A-3 are further detailed below:

TABLE A-6

TECHNICAL REQUIREMENTS FOR TEXTILES

USED IN COLD WEATHER COMBAT CLOTHING

OUTER LAYERS

Critical

— Water vapor permeable

— Water repeiient
— Wind resistant
— Light weight
— Thin

Essential

— Tear resistant

— Abrasion resistant
— Low water pick-up
— Good drapability

— Dyeable with fast
camouflage colors
— Easy toclean

Desirable
— Fire and therimal resistant
— Melt resistant

— Mildew resistant
— Good appearance

INSULATING LAYERS
Critical_
~ Water vapor permeable
— Light weight
Essentiat
— Quick drying
— Low water pick-up

— Able to pass body moisture at rates not
less than 35 g/m“/Mr at 60°F and 55% RH,
and preferably higher.

— Resistant to rains of one inch/hr for 8 hours,
— Air permeability less than 6 ft3/1t2/min.

= Not over 6 oz/ydz.

— Not over .015 inches thick.

= not less than 6 x 6 Ibs (Elmendorf)

— Not stiff so as to interfere with body
movements, even at extreme cold
temperatures

— Sama as for outer layers
— Batting type preferred
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TABLE A-6 (Continued)
Essential

— Dyeabie surface fabric with
fast camouflage colors
— Low friction of surface fabric

— Soft — Not stiff so as to require expenditure
of extra energy for body movements
— Easy to clean
Desirable

— Meit resistant
— Flame and thermal resistant
— Mildew resistant

EXTREME COLD WEATHER CLOTHING

OUTER LAYERS

Critical

— Light weight — Not over 4 oz/yd2

— Tear resistant — Not less than 3 x 3 Ibs. (Elmendorf)

Essential
— Melt resistant

(ther requirements the same as above)
SNOW CAMOUFLLAGE COVER '

Critical
— Light weight
— Opaque when wet or dry

— Not over 2 oz/yd2

{Other requirements the same as above)
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A protective clothing system for cold climates must be able to provide three
critical types of protection: to insulate against the cold and prevent loss of body
heat; to protect against wind and rain; and to be adjustab!z to the wide range of
temperature {(from +60°F to —60°F) and the wids range of energy expenditure,
from 60 kcal/hr when slesping, 100 kcal/hr for sentry duty, 250-300 kcal/mMr when
patrolling, to 425-600 kcal/hr in an assault. The relationship between the level of
bady activity and the requirement for effective insuiation for keeping warm is well
shown in the classic illustration of the mittens.

RELATIVE SIZE of MITTENS
NECOKD for ODHFERENT

Sna. £yrosusc : Ar Resr
esr & MITTEN:
 Hidnad g %

Sragavons Lioaeree: |
y :rm‘;'rfuo

7,
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in the cold, it is essential to be able to get rid of axcess body heat generated by a
high level of work without having excess perspiration absorbed into the clothing system,
which would thereby reduce its insulating efficiency, and leave the soldier exposed to
the discomfort of after-exercise chill and increase his risk of cold injury. Through the
front opening of the Army’s present cold weather clothing system, which the man can
open up when he is active in order to cool himself off, the use of vents at the wrist and
neck, the use of suspencers so that his trousers and drawers are not constricted at the
waist, and the use of water vapor permeable fabrics, every conventional means is taken
to enable him to avoid over-heating.

Cold climates have been traditionally divided into cold-wei areas where protection
against rain is critical, and cold-dry areas where the temperature would be below freezing
most of the time and the basic problem is that of providing extra insulation against the
cold. The need to cover this wide range of 120°F in temperature has been met by use of
a layer system of clothing, in which overgarments are provided for both the cold-wet and
cold-dry ensembles. In this way, and with the option of apening up his clothing system
to cool-oft, the man can adjust his clothing to meet his immediate needs for keeping warm
or dissipating body heat. Here it is important to keep in mind that the needs of a soldier
in combat in such climates, where he is subject to exposure to the extremes of climate for
days on end, is very different from that of a typical sportsman, who will have access to
warm shelter or can go home when the weather is extreme. Hence, extrapolation from
sportsmen’s clothes to military functional, protective clothing is seldom valid because of
the much more severe and more prolonged demands placed upon military clothing both
for performance and durability.

For protection against rain and wind, tightly woven fabrics are required to which a
durable water repellent must be applied. Fabric tightness may be defined as the ratio of
the actual cover factor of a fabric to the maximum cover factor possible for such a weave.
It is one of the most critical factors controlling the performance, not only of the clothing
fabrics of the cold weather clothing system, but also the fabrics used in hot weather and
desert clothing, the fabrics used in tents, and those used in alt kinds of covers. Water re-
sistance is critically influenced by the tightness of weave. The relationship in many types
of fabrics is parabolic in nature. If the tightness of the fabric falls below a certain critical
value, there is a marked increase in water penetration and the fabric becomes ralatively
useless for protection from rainfall,

Wind resistance is another factor that is closely related to the tightness of textile
fabrics. For wind and water resistance applications, maximum tightness is required. With
respect to tightly woven fabric, it is imnortant to note that moisture vapor diffusion through
fabrics which is a main avenue for dissipation of body moistura is not adversely
influenced by fabric tightness.
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A double layer of tightly woven, water repelient fabrics is used in the field coat and
water repeiient thread must also pe used to insure that seams will be of equal water repeil-
ency to the fabrics. Because of the importance that the shell components of the clothing
system must maintain tiveir integrity in a cold climate to provide wind ard rain resistance,
both abrasion resistance and tear resistance are listed as essential requirements.

The 8% ounce ayion/cotton (NYCO) sateen presently used in the outer layer of the
cold weather clothing system represents a transition from the combed ali-cotton zxford
or sateen weaves formerly used for this purpose. Being spun of singles ymk. it moves away
from dependence upon fine ccmbed ply yarns and can be produced i~ a broader segment
of the industry. Its effectiveness in water resistance is dependent, ho-vever, upon yarn
uniformity in spinning. This fabric also has a desirable property in being significantly re-
sistant to the thermal cffects of nuclear weapons. This property derives from the combin-
ation of the nylon and cotton in the 50/50 biend.

Good drapability in tha outer layer and softness in the insulating layer are listed as
essertial for the cold Climate clothing ensemble, so as to minimize the work involved in
moving the c!5thing layers when moving the arms or walking. Also, for the same reasonr,
low % iction on the insulating layers is essential. in general, the extra layers for the ex-
treme cold should be lighter in waight and ‘will not require the degree of abrasion resist-
anceneeded in the cold weather ensemble since they are less subject to severe wear. How-
ever, melt resistance becomes essential in these outer layers because of the hazard involved
in drying clothes or the man warming himself near a stove o op=n fire.

What has besn outlined above with respect to the technical requirements for the tex-
tiles used in cold weather clothing is applicable equalily to the textiles used in the sieeping
bag. The outer fabric requires the same toct-\nical chasacteristics. Cun‘cnt development
work should eliminate the need for a separate cutsr case.

With respect to the filling material, it should be noted that the major functional re-
quirement in a military sleeping bag is to be both compresssible to relatively small bulk
to permit ease of carrying, and also to be able to be fluffed up to large bulk to provide
a thick, insulating layer when in use. [t is to be expected that, in the future, a suitable

synthetic filling material should be available to refieve dependence upon waterfow! feathers
and down.

In summary, it will be noted that in both the cold weather and the hot weather com-
bat clothing systems, tightness ¢ weave and lightness of weight stand out as critical require-
ments. Tightness of weave is required in fabrics for the cold weather system to provide
effective water resistance and wind resistance. it is also the technical characteristic that
provides mosquito protection in the hot weather clothing system. In fact, the levels of
tightness approach the limits of weavability which would indicate that knitted structures
present rio possibility of being able to supplant woven textiles for these uses.
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Another important fact is that for comfort in the hot weather system, a celtulosic
absorbant fiber is needed, and similarly in the cold weather system, cellulosic fibers are
needed to provide the base for the permanent, launderable, water repelient finish. While
fabrics made wholly of man-made fibers may be developed which will possess thesa criti-
cal characteristics, thay are not available at this time, aithough blends may combine the
best features of both types of fibers. The important fact to ba kept in mind is that these
are critical technical requirements which must be met to the maximum degree. The other
essential and clesirable characteristics should also be sought in research and developmaent
directed toward providing textiles which could be produced on a broad base in the indus-
try both in a stable, psace-time situation and in the event of a future mobilization buitd-up.

A-15



180

The textiles currently being used in these cold climate clothing ensembles are
listed in Tabie A-7 below:

TABLE A-?
TEXTILES USED {N COLD WEATHER AND EXTREME COLD WEATHER COMBAT CLOTHING

No. Sq. Yds. per
item Issued Fabrics Used 1000 men
Boot, combat, 2 Cloth, cotton, twill 1220

leather
Boot, insulated, 1 Cloth, cotton, muslin 45
cold weather black Cloth, cotton, osnaburg 729
Cioth, fleece, wool face 595
Cloth, nylon, twill 65
Cap, insulating, 1 Cloth, oxford, cotton/nylon 454
helmet liner Cloth, acrylic 120
Coat, cold weather, 1 Cloth, Nyco sateen 4151
cotton/nylon Cloth, oxford 2631
Cloth, oxford, cotton warp 399
Cloth, cotton, buckram 86
Liner, coat, 1 Cloth, ripstop, nylon 4500
cold weather Cloth, oxford, nylon 293
Batting, polyester
Trousers, cotton/ 2 Cloth, Nyco sateen 7236
nylon, cold weather
Liner, trousers, 1 Cloth, ripstop, ny' >n 4510
cold weather Cloth, oxford, nylon 14)
Batting, polyester
Shirt, flannel 2 Cloth, flannel, wool/nylon 5124
Cloth, silesia cotton 208
Trousers, wool serge 2 Cioth, serge, wool 5000
Cloth, drill, corvun 1144
Cioth, silesia, cotton 160
Undershirt, 2
50% wool/50% cotton
DOrawers, 2
50% wool/50% cotton
Socks, wool 2
cushion sole
Mutfler, woc! 1
Suspenders, trousers 1
scissors back
Poncho 1 Cloth, ripstop, nylon 6060
Glove, inserts 2
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Fabri~cs Usad

No
item Issued
EQUIPMENT
Bag, waterproof, 1
clothing
Sleeping bag, 1
mountain
Mattress, pneumatic 1
Case, sleeping bag 1

Cloth, plain weave, nylon

Cloth, bailoon, cotton
Cloth, cheesecloth, cotton

Cloth, parachute, nylon
Cloth, oxford, wind resistant

Total, woven fabrics,
Cold weather ensemble

EXTREME COLD WEATHER EQUIPMENT

Boot, insulated, cold 1
weather, white

Hood, extreme cold 1
weather

Parka, extreme cold 1
weather

Liner, parka, extreme 1
cold weather

. -
Mitten set, arcuic 1

Mitten Insert, trigger 1
finger

Sleeping bag, arctic 1

CAMOUFLAGE, ARCTIC

Parka, snow camouflage 1
white

Trousers, white, snow 1
camoufiage

Liner, trousers, snow 1
camoufiage, white

Mittan Shelis, white 1

Total, woven fabrics—-Extreme Cold and Snow

(additionai cloth - over black boot)

Cloth. oxford, cotton/nylon
Cioth, buckram, cotton
Cloth, fleece

Cloth, oxtford, cotton/nylon
Cloth, flannel

Cloth, buckram, cotton
Cloth, ripstop, nylon

Cloth, oxford, nylon
Batting, polyester

Cloth, wind resistant, cotton
Cioth, pile, alpaca

Cloth, ripstop, nylon
Batting, polye:ter

Cloth, balloor, cotton
Cloth, cheesecloth, cotton

Cloth, cotton, permeable
Cloth, oxford, cotton/nylon
Cloth, ripstop. nylon

Cloth, nxford, nylon
Batting, polyester

Cloth, cotton, permeable

Camouflage

Total — Coid Climates and Extra for Extreme Cold Climates —
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Sq. Yds. per

1000 men

1660

9035
4150

5000
5957

70671

535

1230

1560

5362
422
338

7250
78

676

87

1306
-

10,080
4850

5000
3745

8000
400

611
51,730

122,401
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It will be noted from Table A-7 that not only are there more items in the cold
weather clothing list, but that the total yardage per man of 70.7 yards for cold weather,
and an extra 51.7 yards for extrems cold weather is based upon minimum issue of only
one issued item for mos . items, and at the most two.

The yardage per man for hot waather clothing of 55.3 yards (Table A-5) is based
upon issue of 5 coats and trousers, as was found necessary in Vietnam. On a comparab’e
basis of only 2 per man, the hot weather requirement would be only 33.2 yards per man
as compared with 70.7 yards for cold weather, 2nd 122.4 yards for extreme cold.

Thus, it will be clear that the problem of mobilization will be far greater in its
impact upon the textile industry, if the projected combat is to occur in cold climates, as
compared with hot climates, even taking into consideration some possible differences in
required rates of replacement.
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5. Desert Combat Clothing

Thae techriical requirements for the textiles used in a uniform to be worn in areas
classified as deserts should conform to the following:

TABLE A8

TECHNICAL REQUIREMENTS FOR TEXTILES
USED IN DESERT UNIFORMS

Critical

— Water vapor permeable -

— Light weight — Not over 7 oz/yd2
— Water absorbent
— Tightly woven — Able to block solar radiation and
penetration by wind-blown sand
Essential
— Tear resistant — Not less than 6 x 6 ibs. (Eirnendorf)

— Guick drying

— Abrasion resistant

— Good drapability

— Easy to clean

— Dyeable with fast camouflage colors

Desirable

— Fire and thermal resistant
- Mildew resistant
— Good appesrance

Deserts are areas where water is scarce, sunshine is intense, air temperatures often
exceed body temperatures, the terrain is rocky and sandy, wind is often high and visibility
both on the ground and from the air is exceptionally good at great distances. Accordingly,
the clothing system must contribute in every practicable way toward maintaining the man
in thermal balance, and 2150 protecting him from observation.

Currently the Army is in the process ot developing desert combat clothing which will
have optimum camoutiage characteristics and ‘vl be 30 designed as to deal, as well as possi-
ble, with the probiem of thermal balance. The fact that diurrial temperature fluctuations

may amount 10 as much as severty or more degrees, and that many desert areas are subject to
cold winters requires a clothing system with adjustable insulation. Generally speaking, the

fabrics required should not need to differ significantly from those required for cold climates,
except f. * omission of water repeliency.
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6. Army Avistors’ and Combat Vehicle Crewmen's Uniforms

The major technical requirements for the textiia fabrics used in Army aviators’
and combat vehicis crewmaen's uniforms are to protect against fire, either a flash fire or

a fuel fire, and to make the uniform as comfortable as pdssib'e under operational on-
ditions.

TABLE A-9

TECHNICAL REQUIREMENTS FOR TEXTILES
USED IN UNIFORMS FOR ARMY AVIATORS AND COMBAT VEHICLE CREWMEN

Critical
— Fire Resistant
— Melt Resistant
— Water vapor permeable
— Light weight
Essential
— Water absorbent
-= Tear resistant
— Abrasion resistant
— Good drapability
— Easy to clean
— Dyeable with fast camouflage colors
Desirable
- Thin
— Thermal resistant
— Mildew resistant
—Soft
— Good appearance

The requirement for fire protectioi of Army aviators andcombat vehicle crewmen is
a critical ona, and cannot be compromised. For aircrewmaen, the major hazard is a fuel fire
in the event of a crash; for combat vehicle crawmen, either a flash fire or a fuel fire. Fire
resistance requires that the fabric be resistant to flaming, be seif-extinguishing and act to
reduce thermal transfer through the fabric to the skin surface. Melt resistance requires that
the fiber not form moliten globules which could cause deep skin burns if they come in con-
tact with the skin surface, or aid in the spread of flames.
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Flame resistance to the degree required for etfective protection may require a two-
layer fabric system. This may be in the form of an outer garment and fire resistant under-
wear, or 8 double fabric layer of lightweight, thin fabrics in preference to a single thick
fabric, thereby taking advantage of the air layer between the fabrics to resist thermal trans.
fer, and the better softness and comfort of thinner fabrics. it should be noted that the hand-
wear and footgear must atso he comparably fire resistant.

Both types of duty involve working in confined spaces where the heat may be excessive
and the psychological stress severe. The fabric system, accordingly, should be one which wli
assist the body to remain in thermal balance by efficient utilization of the man’'s sweat for
cocling. An ideal fiber would be one which, in addition to being fire resistant to a high degree,
would also be water absorbent, lightweight, soft and generally comfortable. Also, because of
the body contact with equipment and metal surfaces, especially in the case of tankers when
entering and exiting from the vehicle, good tear and abrasion resistance are essential.

Presently the textile industry is placing great emphasis upon developing fiber and fabric
systems which afford a high level of fire retardance, in comnliance with the Flammable Fab-
rics Act. In addition, the military services, in their search for means of providing protection
against crash and flash fires, are carrying out research and development to produce higher
performance fibers. In view of this dual emphasis, it may be anticipated that, at a future
date, a fiber having the technical requirements indicated above witl be available in adequate
quantities to ineet military requirements. Currently a high temperature resistant polyamide
fiber is being used in these clothing systems.
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.
7. Chemical Warfare Protective Clothing

The development during World Wz~ Il, and in the years since then, of highly lethal
chemical warfare agents which act percutaneously, has created a new dimension of require-
ments for protection of the soldier in the event that chemical warfare should come to be
employed in some future conflict. The effectiveness of the agents themselves increases the
possibility of their being used. Accordingly, the provision of effective protectie ciothing
must be planned as an important contingency requirement.

Currently, the best mechanism for dealing with thyse agents is adsorption by acti-
vated carbon. What is required is 2 vay to place it in the clothing in such a way that it can
function properly, and so that it will remain active and not become poisoned by the body’s
sweat or the dirt of the battiefieid. One way of utilizing it is by impregnating it in a foam
placed between two layers of fabric to preserve it from abrasion. Another possible way to
utilize it would be to incorporate it in a textile fiber which could then be made into a pro-
tective fabric. Another mechanism for dealing with such agents would be to modify a tex-
tile fiber so that it would have the ability to react with and neutralize such agents.

Aside from this property of providing specific protection against chemical warfare
agents, the clothing system with which it is used should have the appropriate environmental
protection and other chzracteristics of the clothing systems outlined above.

8. Personnel Armor

Textiles are currentiy being used in personnel armor in four ways: as the ballistic
material in the body armor vest; as the cover material for the vest; as the ballistic material
in the plastic molded heimet liner; and as the reinforcing material in the doron plastic lam-
inate backing for ceramic armor. A further possible future use of textiles in body armor is

for the entire heimet, replacing the present systems of Hadfield steel heimet with a2 molded
nylon liner.

Textiles provide the greatest potential below 2 or 3 pounds per square foot. Above
that waight range, harder materials (glass, ceramic, metal) hava both greater stopping power
and energy extraction capability. Ceramic body armor which will stop small arms fire (30
cal ball) weighs slightly less than 6 Ibs/ftz. The primary role of textiles in personnel arr~nr,
accordingly, is that of protecting against fragmentation weapons and small higher velocity
missiles, and in spall shieids and in back-up for hard surface armor. Since only partial pro-
tection can be provided within acceptable weight iimits, definite requirements for ballistic
performance of the textile material cannot be given; it can only be said that the material
should provide the highest possible resistance to fragments of all sizes; e.g., from 2 to 64

grams having as high velocities as can be stopped with acceptable weights and thicknesses
of the textile material.
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Other technica! requirements for textile materials used in fragmentation pro-
tective body armor are as follows:

TABLE A-10

TECHNICAL REQUIREMENTS FOR TEXTILES

FOR FRAGMENTATION PROTECTIVE BODY ARMOR

Critical

— High stopping power
— High energy extraction capability

Essential

— Water vapor permeable

— Low water pick-up

— Easy to fabricate

— Dye.vle with fast camoufiage colors

Desirable

— Easy to clean
— Fiame resistant

9. Protection Against the Thermai Effects of Nuciear Weapons

This requirement for protection which was given a priority in the early 1950's can
appafontly now be regarded as only “Desirabie’’. However, ii is possible that with the
proliferation of knowledge about nuclear weapons, and with the increase in the use of
nucliear power to meet the world's energy crisis, with accompanying production of nuc-
lear materials for weapons as a by-product, it is quite possible that the threat of nuclear
warfare may giow. While this threat may be kept under cont ol by the major nuclear
powers, it is not beyond possibiliv,» that some smalier nation may resort to the use of
nuclear weapons in the settiement of a local dispute. This may create a hazard that will
necessitate the availability of protection in the soldier’s clothing against the the'mal
effects of such weapons.

The technical research in this area, conducted during the 1950's by Natick Labora-
tories, has laid the basis for fiber and fabric developments that could be advanced i f this
threat should grow. Limited protection i available in the NYCO {nylon-cotton biend)
fabric now used in the cold weather clothir.g coat and trousers. Beyond this, new or

modified fibers would be required, with the need to create new fiber manufacturing
capacity.
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i, Personal Equipment

The term “personal equipment of the soldier’ is used most frequently to refer
to the items of the soldier’s load-carrying equipmaent — his pack, shoulder harnaess, en-
trenching tool, canteen, first aid packet, etc. In the past, this equipment was made from
cotton duck and webbing. In 1967, this entire set of equipment was converted to nylon,
which reduced the weight when dry from 5.15 pounds to 3.3 pounds. In place of Type
1A cotton webbings, which were stiff enough to hold in the buckies then used, light-
weight nylon tapes were substituted and the buckles, snaps and other fasteners were re-
designed to hold these nylon tapes properly.

Recently an entire redesign of the whole load-carrying system has been completed,
again utilizing only nylon materials. The principal fabric weighs only 7% ')z/ydz and the
straps are all made of lightweight nylbn tapes. As aresult, the requirement for cotton duck
and cotton webbing for this type of equipment no longer exists, having been replaced by
filament nylon. However, it must be not+d that, while heavy cotton ducks will no longer be
required for the soldier's equipment, there will continue to be a critical requirement for
narrow fabric weaving capacity to produce wabbings of both man-made fibers and cotton in
various sizes and weights. The problem of assuring adequate industry capacity to produce
these narrow fabrics will be deait with later in this study.

The technical requirements for this system can be listed as followss:

TABLE A-11
TECHNICAL REQUIREMENTS FOR TEXTILES

USED IN THE PERSONAL EQUIPMENT OF THE SOLDIER

Critical

— Light weight
Essential

— Water vapor permeable (fabrics)
~ Water repellent (fabrics)

— Tightly woven (fat:ics)

—~ Slip resistant (webbings)

== Abrasion resistant

— Tear resistant

= Low water pick-up

= Fire resistant

~— Miidew resistant

~ Dysable to fast camoufiage colors

Desirable

— Easy to clean and decontaminate
~— Melt resistant
~— Good appearance
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The critical requirement assigned to lightness in weight 15 1n keeping with the
overail need to hold down the load of the soldier. This has becn a major concern of
the Army at all times, but has been given greatly increased emphasis during the Vietnam
war because of the dominant role played by the individua! soldier in much o! the action,
and the need for him to carry with him 4 !arge part of his supphies. From this arose the
LINCL.OE Progiam (Lightweight INdividual CLothing and Cquipment) under which a
major development program has been underway to reduce everything the soldier may
be cailed upon to wear or carry. By general agreement, the load should not exceed a
third of body weight, which for the average soldier weighing 154 pounds would amount
to not more than 51 pounds. However, the load carried by the infantry rifleman in hot
weather areas actually weighs 61.2 pounds with an added weight of 43.24 pounds for
extreme cold areas. This gives a tota! load in extreme cold areas of 104.15 pounds, ant

for cold weather areas (cold-wet) of 90.59 pounds, exclusive of the weight of skis or
snowshoes.

In addition, there are many other pieces of equipment which must be carried by
some men in the .nfantry company. For example, the radio-telephone operator must
carry an added weight of 28.55 pounds. Then there are the members of the mortar pla-
toon, the weapons squad, etc. who have special loads pertaining to the mission of their
weapons. (For a fuller discussion of the problem of the load of the soldier, see: The
Carrying of Loads Within the Iniantry Company, by S. J. Kennedy, Ralph F. Goldman,
and John Slauta, U. S. Army Natick Laboratories, Natick, Mass,, 1973))

It will be evident that an aggressive, continuing program to apply advances in
maerials technology to reduce the weight of all items carried by the soldier, in keeping
with the LINCLOE concept, should continue to have priority consideration both within
Army research and development and within the industry.
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The textiles currently being used in the major items of general issue personal
equipment are listed in Table A-12.

TABLE A-12
TEXTILES USED IN GENERAL ISSUE PERSONAL EQUIPMENT

No. . Yds. per
Item Issued Fabrics Used 1 men
Bag, barracks 1 Cloth, cotton, satesn 3004
Bag, duffle 1 Cloth, cotton, duck No. 8 477
Blanket, bed, wool 2 Cloth, wool !
Shelter haif 1 Cloth, duck, cotton/rayon 7273
Towel, bath 2 Cloth, terry 1526
Belt, Individual Equip. 1 Webbing, nylon 2% Type 111
Case, First Aid dressing i Cloth, nyton 36
Case, small arms, ammo 2 Cloth, nylon 818
Cover, water canteen 1 Cioth, nylon 240
Cloth, pile, acrylic 141
Field Pack, medium 1 Cloth, duck, nyton 7% oz. 3584
Cloth, duck, nylon 12.5 oz. 170
Cloth, nylon, vinyl coated 131
Cloth, spacer, olefin 200
Suspender, Field Pack 1 Cloth, nylon 109
Cloth, spacer, olefin 72
Total, above items 21,438
OPTIONAL PACK
Field Pack, large 1 Cloth, duck, nylon 7% oz. 4138
Cloth, duck, nylon 12.5 oz. 170
Cloth, nylon, vinyl coated 215
Cloth, spacer, olefin 200
4723
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11. Camouflage of the Individual Soldier

The requirement for dyeing of military textiles with fast camouflage colors
involves both the ability of the textile fibers and fabrics to accept dye to achieve the
desired shade with reasonably close shade matching, and the availability of dyes having
the desired spectral characteristics.

During Worid War |1, when the need to provide an adequate supply of dyes for
military textiles created serious problems for the dyestuff industry, the problem was
one simply of meeting requirements for camouflage coloration against visual observa-
tion. Today, the requirement for camoufiage of the individual soldier calls for the
following kinds of protection against battlefield surveillance:

— Against visual observation with the naked eye,

- The same with binoculars, with or without filters,

— Against infra-red viewing devices, .g., the sniperscope,
— Against IR photography,

— Aqgainst image intensitiers, particularly at night,

— Against radar,

— Against thermal sensors of body heat

Since the dyes which will be relied upon to provide much of this camouf'age
(except radar and thermal emission) will be different from those used in large quantities
in the civilian consumer market for textiles, the availability of an adequate supply of
dyes of proper color and spectral characteristics at the time of mobilization constitutes
a special problem that must be addressed separately from the matter of textile fiber and
textila fabric manufacturing capabilities.

A-27



12. Tents

192

The need for tents constitutes perhaps the biggest and most difficuit problem
which the textile industry must be prepared to face in the event of mobilization. The
reason for this will be evident from the technical requirements for tentage fabrics.

TABLE A-13

TECHNIC/.L REQUIREMENTS FOR TENT FABRICS

Critical

— Fire resistant
— Water resistant

— Resistant to Solar
Degradation

— Mildew resistant
- Wind resistant

Essential
— Water vapor permeable
— Tear resistant
— Low water pick-up
— Breaking strength

— Flexibie at all temperatures

— Colorable to camoufiage

— Lightproof

Desirable
— Light Weight

... Abrasion resistant

~ Non-toxic

Inherent, or with additive finish, or both.

To one inch/hr for 12 hours, plus 3 inches
per hour for 2 hrs.

To retain servicaavility for at least 12 months

continuous exposure in the tropics.

As above for Solar Degradation

Shaii resist the passage of air greater than

5 ft3/min/ft2 at 0.5’ water pressure with

1to 2 113 desirable.

Able to pass moisture at rates not less than
25 grams/sq meter/hr at 70°F and 55% RH.
Not less than 6 x 6 Ibs/Eimendorf

Dynamic absorption of less than 15%

Able to take snow loads of 10 Ibs/sq ft and
wind loads up to 80 miles/hr.

Shall not interfere with pitching, striking
and packaging characteristics.

Against visual observation anc camoufiage
detection tim

To preciude detection of light beycnd 100
meters for 2-cell flashlight held one foot
from the wall with beam directed toward the
ground.

Fabric sufficient to cover 100 sq ft of floor
space shall weigh no more than 40 Ibs. - to
permit man-packing.

Shall resist snags and wear when draggad over
the ground in end item form.

Shall not cause dermatitis in handling.
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Fire resistance of tents and thus of tentage materials must he regarded as a critical
requirement. This applies ir1espective of whether the tent 1s used to house personnel or
to shelter supplies. Further, there is no possibility of eliminating or modifying this re-
quirement. This was true 1n Wortd War L1, long before the Flammabla Fabrics Act was
developed, and is stitl applicable today.

Fire resistance in tentage fabrics involves a diffcrent dimension than 1s usually attr-
buted to the term with its attendant properties of resistance tn after{lame, resistance to
afterglow, and limited destructinr. due to char. Fire resistancce for tentage means, in this
irnstar.<e, that the fabric when incorporated into pin-and-pole ientage or perhaps a frame-
supported tent, or when used in a paulin,will be self-extinguishing when subjected to a
fire condition similar to that encountered by the tent during use. The fire must not be
self propagating, and d2mage to the tent must be limited to that sustained during appti-
cation of the test flame. Aftergiow is not required to be self-extinguishing for it does
not pose a serious hazard to personnel occupying tents.

The fire conditions considered likely to be encountered in a tent are of two typc..
The first type of fire, originating inside the tent, can be simulated by placing two gocnds
of shredded newspaper in a wire wastebasket and igniiing it after piacing it within the
tent next to a sidewall and preferably in a corner. In this simulated test, the door 15
closed, and the resuits observed from outside the tent. The second type of fire condition
arises from an exterior fire such as would occur to a tent surrounded by high, dry grass,
or where poor housekeeping has allowed the accumulation of combustible. outside the
“~nt next to the sidewal!l. These conditions can be simulated by distributirg shredded
newspaper for six feet frorn the corner of the tent on its iee side. The paper is distributed
at a loading of one pound per linear foot and ignited.

Numerous tests conducted with tents under such fire conditions have shown that
many fabrics which appear to be fire resistant according to standard laboratory tests will
burn when made up into model tents. Conversely, singie wall, air-supported shelters have
been shown not to burn even when made of non-fire resistant materials, This situation s
due in part to the fact that laboratory tests do not erhance the entrapment of gases
evolved during early decomposition of the tent fabric. Rather, the fabric is subject to
flame attack and the g2<c. evolved escape from both fabric surfaces. In the case of single
wall- air-supported tent material, the tent itseif carries its own built-in fire extinguisher
in that any flame induced on the fabric is rapidly cooled and extinguished by the rush of
air when flame penetrates the wall,

The requirements for a fabric with or without a treatment, that wifl cause a flame
to be self-extinguishing under the conditions of a pitched tent are very severe. They have
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been met up to now by three materials:

a. Cotton fabrics treated with Fire, Water, and Mildew Resistant Finish covered by
specificaticn MIL-C-418088 and CCC-C-428d.

b. A tightly woven, fine textured cotton sateen fabric, finished with vinyl-chloride-
antimony oxide modification of THPC under specification MIL-C-12095.

¢. A 10 oz. plain weave fabric made from a specific modacrylic fibe: fabric as
produced under specification LLP/P DES.48-68.

All of the above treatments or fibers release halogens which serve to suppress the
ignitibility of decomposition products as well as modifying the decomposition of the
fibrous substrate. Both factors are needed to control fire in a tent.

As noted above, acceptable fire resistance in tents has beer. realized using modacrylic
fiber fabric, specifically Dynel. Here, the mechanism of decomposition tends to cause
rhysical movement of the fabric away from the flame during its decomposition, or depoly-
merization from the heat of the applied flame. Further, in its decomposition, chlorine is
releassd from the vinylidene co-polymer of the modacrylic and this suppresses the ignition
of flammable volatile decomposition products. The practicability of producing on a pro-
duction scale the modacrylic fiber as a substitute for FWWMR coated duck for tents, which
has the required high degree of tightness to provide low air permeability, has yet to be deter-
mined, since tent fabrics of this type have been produced only o a small scate for limited
tests. :

The experience of the military services in obtaining their requirements for fire resistant
tentage fabrics in the three wars covered in this report are dealt with elsewhere in this report.
it should be noted, however, that coordinated effort by three industries is involved: textile
weavers for the fabric; dyers and finishers for application of the special finishes involved; and
the chemical industry for the special fibers and chemical compounds needed.

In addition to fire resistance, tent fabrics must be water resistant. The requirement of
one inch per hour for twelve hours and three inches per hour for two hours are not consistent
with actual environmental requirements. At this time, only water repelient traated csliulosic
type water vapor permeabie fabrics, which swell when wetted out, can meet this requirement.
Coated fabrics are undesirable in pir-and-pole supported tents as they do not allow the escape
of atmospheric moisture, 2nd thereby cause condensation on the inside of the tent. In single
wail, air-supported structures, the constant, fan-driven incoming air and normal leakage pre-
vents condensation from becoming a problem. In double wall, air-supported structures, the
air between the doubie walls acts as an insulator and reduces this probiem of internal conden-
sation.

Resistance to solar degradation and to weathering generally is critical in a tent fabric.
The rate of degradation, which directly depends upon the vuinerability of the fiber molecule
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to the effects of certain bands of the spectrum, particutarly ultra-violet, is also related
to the mass of fibers, i.e., the outer layers tend to protect the fiber underneath. Hence,
a heavier and thicker fabric is lass vulnerable to solar degradation than a thinner fabric,
more than proportionate to the difference in thickness. Hence the desire for tighter
weight tent fabrics is diametrically opposed to the requirement for long service life —
thae lighter the weight, the shorter may be the anticipated life of the tent.

One action which has reduced the problem of ieakage due to stretching of the duck
fabric when the tent is pitched was the adoption some years ago of a low-elongation webb-
ing as the stress bearing membar of tha tent deck, so that the tent duck fabric wouid be
relieved of stress. This webbing utiiizes a high modular fiber in the stuffer yarns which
could be held to elongation under 2% even under heavy loads. This has permitted the use
ot a lighter weight fabric for \he tent deck.

Actually, the Fire, Water, Westher, and Mildew Raesistant Treatment which has been
used on military tent fabrics is an excellent multi-purpose finish and has not been equalied
by any other combination of fihers and/or finishes.

The fabrics and webbings used in tents are shown in Table A-14. it will be noted that
the basic fabric is the 9.85 oz. duck, made from two-ply warp and filling yarns. This fabric
reconstructed several years ago to have balanced warp and tilling strength is considered to
be of minimum strength and thickness to withstand weathering, and to meet the other
critical requirements of a tent fabric in accordance with present technology. Also, it should
be noted that the Tent, General Purpose, Medium, is the largest volume tent, used for most
purposes, particularly for personnel housing, as well as other miscellaneous uses.
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TABLE A-14

TEXTILES USED IN TENTS

Item

Tent, Hexagonal, Lt.Wt.

Tent, arctic, 10-man

Tent, General Purpose, simall

Tent, Command Post

Tant, Kitchen, flyproof

Tent, General Pu.ycse, medium

Tent, General Purpose, large

Tent Assembly

Tent, frame type 16 x 16

Tent, frame type, insulated
16'' section, complete

Fabrics Used

Cloth, cotton, WR Sateen, FR
Cloth, cotton, duck, 9.85 oz.
Waebbing, low elongation, 1"
Other webhings

Tapes, cotton

‘tapes, nylon

Cloth, cotton, WR Sateen, FR
Cloth, cotton, duck, 9.85 oz.
Tapes, cotton

Webbing, iow slongatior, 1"
Cioth, netting, nylon

Cloth, cotton, duck, 9.85 oz. FR
Cloth, nylon, nettirg

Webbing, low eiongation, 1*
Tapes, cotton

Tapes, nylon

Cloth, cotton, duck, 9.85 oz. FR
Webbing, low elongation 1%"
Tapes, cotton

Cloth, cotton, duck, 9.85 oz.
Webbing, low elongation 1%"
Tapes, cotton

Cloth, cotton, duck, 9.85 oz.
Weblsing, low slongation 1"
Tapes, cotton

Cloth, cotton duck, 9.85 oz.
Webbing, low slongation 1%"
Tapes, cotton

Cloth, cotton, duck, 12.29 oz.
Cloth, cotton, duck, 9.85 oz.
Webbing, cotton

Cloth, cotton, WR Sateen FR
Webbing, ic w elongation 1"
Tapes, cotton

Cloth, vinyl coated duck, 9.85 oz.

Webbings, cotton
Tapes, cotton
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Sq Yds per Tent
54.0

76.0
10.0

9.0
243

90.4

98.8
107.1
11.3

106.4
19.3
130.6
743
43.8

127.4
24.1
63.9

201.3
34

264.2

-«268.2
131.4
90.5

4234
175.1
196.8

565.5
311.0
115.0

162.2

10.5
126.6
145.9

979
16.0



Item

Tent, maintenance sheiter

Tent,frame type, maintenance
sections, medium

Tent, radome, air supported

Tent. double wall, air supported
Nik.e Hercules system

TENT LINERS
Tent, hexagonat, Lt.Wt.

Tent, general purpose, small

Liner, tent, general purpose
med ium

Liner, tent, general purpose
large

Liner, section, tent, frame-
type, maintenance
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TABLE A-14
(Continued)

Fabrics Used_

Cloth, cotton, duck, 9.85 o:.
Cloth, cotton duck No. 6

Cloth, cotton, duck 0.95 oz.
Tapes, cotton
Webbings, cotton

Cloth, polyester
Webbing, nylon

Cloth, coated nylon
Tapes, cotton
Webbings, cotton
Webbings, nylon

Cloth, cotton sheeting
Webbings, cotton

Cloth, cotlon, permeable, 5.2 oz.

Webbing, low slongation 1"
Tapes

Cloth, cotton exford 5.2 oz.
Cloth, saran, netting
Webbing, low elongation 1"
Webbings, other cotton

Cloth, cotton oxford, 5.2 oz.
Cloth, saran, netting
Webbing, low slongation 1°
Webbing, other cotton

Cloth, cotton sateen
Tapes, cotton
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3134
13.2

1433
245
13.2

257.0
21.3

3108.0
1001
9.3
114.4

358
437
66.4
63.2
14.4

162.4
45.4
102.7
89.0

281.3

719
1235
119.7

549.4
105.3
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PARACHUTES AND RELATED AIR-DROP EQUIPMENT

Personnel parachutes are identified as ‘safety of personnel’ items, and the tie-downs
and oxtraction chutes of cargo parachutes are classified as ''safety of aircraft” items. As
such these items are covered by unusually stringent design and safety specifications, manu-
facturing practices, quality assurance procedures and handling, and storage and surveillance
requirements. The technical requirements applicable to the various textiles used in para-

chutes and air-drop equipment are shown in Table A-15.

TABLE A-15

TECHNICAL REQUIREMENTS FOR TEXTILES
FOR PARACHUTES AND RELATED AIR-DROP EQUIPMENT

Extrac- Sus- Deployment
Canopy tion pension Bags

Requirements Canopies Lines Harnesses Lines Tie-Downs  Slings Packs

Light Weight  Desirable  Desirable  Desirable Critical Desirable Desirable  Desirable

High Impact

Strength Critical Critical Critical Critical Critical Critical Desirable

Low Bulk Essentia! Essential Essential Critical Daesirable Essential  Desirable

Abrasion

Resistant Essantial Essential Essential Critical Critical Critical Essential

Light & Heat

Resistant Essential Essential Essential Essential Essential Essential  Essential

Melt Resistant Essential Essential Dasirable Desirable Desirable Essential  Desirable

Other special requirements include controlled air porosity for :anopy fabrics,

within a specified range to assure proper opening characteristics.
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For cargo parachutes, for use in re-supply operations where no recovery is normally
feasible, cost is a critical requirement which impacts heavily on the technical requirements.
Technical requirements may have to be “‘traded-off’’ against cost for ‘‘one-time usc’' para-
chutes.

For certain load tie-downs, iow elongation is an essential requirement. For example,
for normal tie-<down of loads to air-drop platforms, polyester rather than nylon is heing
used because of its lower elongation and less susceptibility to load shift. For the LAPES
air-drop system, nyio. 1s being used because of the higher “'g”* forces involved.

Another important requirement is for repair and replacement parts. In view of the
high maintenance requirements for parackutes parts which may have been damaged or are

of questionable serviceability, must be replaced in normal renair operations.

TABLE A:-16

PRINCIPAL TYPES OF PARACHUTES

Parachute Type Cloth

Parachute, Personnel! T-10
Back 1670-753-3727

MIL-C.7020F, Type |

Parachute, Personnel T-10
Reserve 1670-376-8779

MIL-C-7020F, Type |

Parachute, Personnel MC1-1
1670-182-3220

Pilot Chute, Personnel
Back 1570-892-4215

MIL-C.7020F, Type |

MIL-C-7020F, Type |

Parachute, Halo, Back
1670-892-4215

Parachute, Cargo, 500 Ib. Cap.
12 ft. high velocity
1670-999=2658

Parachute, Cargo, 500 Ib. Cap.
12 ft. high velocity
1670-788-8666

Parachute, Cargo, 2200 ib. Cap.
26 #t, High Velocity
1670-872-6109

Parachute, Cargo, 2200 Ib. Cap.

64 ft, Type G-11A —~1670-893-2371

Parachute, Cargo, 3500 Ib. Cap.

MIL-C-7020F, Type |

MIL-C-4279, Type {11
{cotton)

MIL-C4279, Type ti
(cotton)

MIL-C4279, Type |1
(cotton)

MiL-C- 7350, Type |
{nylon)
MIL-C-7020F, Type ||

100 ft. Type G-11A —1670-269-1107  (nylon)
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Parachute

Parachute, Extractior.
15 ., 1670-052-1548

Parachute, Extract.on
22 foot, 1670-687-5458

Parachute, Extraction
28 toot, 1670-687-5458

Pilot Chute, G-12
1670-216- 7297
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TABLE A-16 {Con*inued)
Type Cloth

MIL-C-7350, Type |
MIL-C-7350, Type iI
MIL-C-7350, Type H

{Nylon)
MIL-C-7020F, Type |
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APPENDIX B

FEOERAL SPECIFICATION CLASSES

INWHICH TEXTILES OR ITEMS USING TEXTILES ARE LISTED

FSC CLASS

3510
4020
§970
6532
7210
7220
7290
7920
8305
8310
8315
8320
8325
8335
8340
8405
8410
8415
8420
8430
843%
8440
8445
2465
470
9420
9925
9930

Laundry & Dry cleaning equipment

Fiber Ropae, Cordage, & Twine

Elactrical Insulators & Insulating Materials

Hospital & Surgical Clothing & Textile Specific Purpose Items
Household Furnishings

Floor Coverings

Miscellansous Houset.old & Commarcial Furnishings & Applizances
Brooms, Brushes, Mops & Sponges

Textile Fabrics

Yarn & Thread

Notions & Apparel Findings

Padding & Stuffing Materials

Fur Materials

Shoe Findings & Soling Materials

Tents & Tarpauling

Outerwear, Men's

Outerwear, Women's

Clothing, Special Purpose

Underwear & Nightwear, Men's

Footwear, Men's

Footwear, Women's

Hosiery, Handwear, & Clothing Accessories, Men's
Hosisry, Handwear, & Clothing Accessories, Women's
Individual Equipmaent

Armor, Personal

Fibers, Vegetable, Animal & Syntheti~

Ecclesiastical Equipment, Furnishings, & Supplies
Memorials, Cematerial, & Mortuary Equipment & Supplies

8-1
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Mr. Vanix. Thank you very much.

The next witness is Mr. George Vargish of the National knitted
Outerwear Association.

STATEMENT OF GEORGE VARGISH, PRESIDENT, NATIONAL
KNITTED OUTERWEAR ASSOCIATION

Mr. VaRrGISH. Mr. Chairman, I would like to thunk you for this
opportunity to appear before this committee. I would request that
my full statement be made part of the proceedings. I will not read
the full statement.

I am George Vargish, and I appear here as president of the
National Knitted Outerwear Association, an organization which
represents approximately 625 manufacturers of swescers, knitted
shirts, swimwear and other knitted apparel, located in 37 States of
the Union, all striving to preserve jobs for some 80,000 men and
women who depend upon this industry for their livelihood. In
addition, our association has over 400 associate members in the
2813888 supply trades which supply our industry and which employ

These jobs and the future of these firms are in jeopardy because
of increasing imports and I, therefore, thank yov for the opportuni-
% 805f3appearing before you to support the sp.2”y enactment of H.R.

It is difficult to reconcile the position taken by our Government
when one analyzes the conclusion, as reported in the May 17, 1978,
Daily News Record of a new bilateral agreement with Colombia
wherein the quota for 1978 on textiles will double that of 1977 and
an automatic 7-percent increase each succeeding year over the life
of the agreement, which extends into 1982. The statement was also
made by our negotiator that the amount could be expanded under
the “consulting plan.”

The facts surrounding the penetration by imports of our apparel
and textiie markets support the enactment of bill H.R. 10853.
The knitwear industry even under existing tariff rates is highl
vulnerable to imports. Foreign sweaters in all fibers and of aﬁ
types account for more than half our domestic consumption. Last
year they reached a level of mere than three times what they were
in 1966. In that same period domestic production declined by 25
percent. Also in excess of 50 percent was the import penetration of
our market for knitted shirts for women, girls and infants. Other
classifications of knitwear are rising and are similarly threatened.

It is obvious that no tariff cuts are needed for the further encour-
agement of imports. This industry has borne far more than its fair
share of the import burden. What we desperately need is bilateral
agreebr:ents that will better assure the survival of this industry and
its jobs.

I would like to depart from my text and make the following
comment: our EEC allies have demonstrated a far greater sense of
responsibility to maintain their domestic industry. An examination
of the United Kingdom EEC bilateral concluded with Hong Kong
reveals the following: a 39-percent reduction of sweater shipments
for 1978 from the 1977 level. Let us look at the U.S. negotiation
record. We conclude an agreement with Hong Kong that calls for a
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ti%EIa}YI reduction of 3 percent in sweaters for the period 1978 over

Last year, going back to my text, imports of knitted outerwear in
all fibers amounted to 286 million pounds net weight. This quantity
exceeds the total number of pounds of yarns reported by the
Bureau of the Census to be consumed by the domestic indnstry in
the production of comparable garments.

Recently the U.S. Treasury in a preliminary determination found
that seven countries are subsidizing significantly their exports of
textiles and apparel to the United States.

We have discussed mainland China, the People’s Republic of
China. Let us look at the record.

In 1975 they imported 8.3 million pounds, in 1976, 22.4 million
pounds, and in 1977, 32.9 million pounds, with 5.1 million  in De-
cember alone of that year. What does this portend? These imports
are without a doubt destined to be used for sweaters to be exported
to the United States. We have alreacy received reports of such
purchases by large U.S. retailers.

Even with respect to the less developed countries which like
Taiwan, Korea, and Hong Kong, are major suppliers, the bilateral
restraining agreements have been so flexible and so subject to
administrative change and the slippage of the control system that
the industry and its jobs should not be further jeopardized by
increasing and pressure of imports of either our market or the
administrators of the control system.

There is far more to be said than can be condensed into the few
minutes allotted to me here. We have discussed the balance-of-
trade deficit as it pertains to textiles for the year 1977, over $3
billion. Our industry employs less than 10 percent of the total labor
force involved in textile apparel industry, and we had to absorb
?1,50;)37'r7nillion or about 50 percent of the total textile trade deficit
or 1977,

Removal of apparel and textiles from multilateral trade negotia-
tions would help prevent the further deterioration of our trade
deficit that tariff cuts in this area could otherwise induce.

Tariff cuts can only serve to aggravate our textile and apparel
trade deficit. They would, however, bring little benefit to the con-
sumer, as had been previously and repeatedly demonstrated. The
lower the acquisition prices of imports to American retailers, the
higher is the markup they enjoy in their selling price to the
American consumer.

I would like to address these comments to the committee. I am
impressed by the interest and concern you have shown for labor
and industry in America. Thank you.

[The prepared statement follows:)

STATEMENT OF GEORGE VARGISH, PRESIDENT, NATIONAL KNITTED QOUTERWEAR
ASSOCIATION

I am George Vargish and 1 appear here as President of the National Knitted
Outerwear Association, an organization which represents approximately 625 manu-
facturers of sweaters, knitted shirts, swimwear and other kuitted apparel, located in
37 States of the Union, all striving to preserve jobs for some 80,000 men and women
who depend upon this industry for their livelihood. In addition our Association has
over 400 associate members in the various supply trades which supply our industry
and which employ 40,000.
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These jobs and the future of these firms are in jeopardy because of increasing
imports and I, therefore, thank you for the opportunity of appearing before you to
sufport the speedy enactment of HR 10853.

wish first to compliment the authors of that Bill and to express our appreciation
to them and to those legislators who have joined in co-sponsoring this measure The
Bill is a model of brevity and adroitness of draftsmanship. Not only s+ould it reinove
all apparel and textiles from the current Multilateral Trade Negotiations but the
manner in which it would effect this result emphasizes the ~ssential fairness and
logic of this result.

The Trade Act now provides that where an industry is found by thie United States
International Trade Commission to have suffered or to be threatened by serious
injury as a result of imports and the President decides that a remedy should be
applied, he may invoke four types of relief. Among then he may negotiate orderly
marketing agreements with exporting countries limiting their shipments into our
market; and where he does so the articles affe.:. ' are by statute automically
exempt from the Tokyo Round.

Textiles and Apparel have long been recognizea as requiring such special treat-
ment and have for years therefore been the suhiect of orderly trade agreements.
The necessity for developing such controls or . ernational trade ir. apparel and
textiles has been acknowledged by the Congres un:'er Section 204 of the Agricv'tur-
al .adjustment Act s amended, and by its ¢ont....ous interest in the textile import
control program, by the GATT, by the major trading nations of the world as far
back as 1961, and by successive administrations both Republican and Democratic
since then. To withhold exemption from apparel and teatiles which by our own and
foreign governments have for so long regarded as rcauiring orderly marketing
agreements while allowing such exemption to cases approved by the U.S. Interna-
tional Trade Commission and the President is both illogical and inequitable.

It is a strange anomaly that any industr‘ly which is newly found to rgguire orderly
marketing agreements under the more limited procedures of the Trade Act is
excl. ’ed from tariff cutting negotiations, while the textile and apparel industry
whe 2 need for such alleviatory measures rests on a much broader consensus of
gove:nicntal and international authorities and of more extensive and repeated
reapprovals is denied this same exemption. It is that anomaly which this Bill seeks
to correct.

It is difficult to reconcile the position taken by our Governmen. when one ana-
lyzes the announced conclusion of a new bilateral with Colombia wherein the quota
for 1978 on textiles will double that of 1977 and an automatic 7-percent increase
each succeeding year over the life of the agreement which extends into 1982. The
statement was a{so made by our negotiator that the amount could be expanded
under the ‘“‘consulting plan’'.

The facts surrounding the penetration by imports of our apparel and textile
markets support the enactment of Bill HR 10853.

The knitwear industry even under existing tariff rates is highly vulnerable to
imports. Foreign sweaters in all fibers and of all types account for more than half
our domestic consumption. Last year they reached a level of more than three times
what they were 1n 1966. In that same period domestic production declined by 25-

rcent. Also in excess of 50-percunt was the import penetration of our market for

nitted shirts fcr women, girls, and infants. Other classifications of knitwear are
rising and are similarly threatened.

It is obvious that ro tariff cuts are needed for the further 2ncouragement of
imports. This industry has borne far more than its fair share ¢f the import burden.
What we desperately need is bilateral agreements that will better assure the surviv-
al of this industry and its jobs.

Last yeur imports of knitted outerwear in all fibers amounted to 286 million
pounds net weight. This quantity exceeds the total number of pounds of yarns
reported by the Bureau of the Census to be consumed “v the domestic industry in
the production of comparable garments.

Recently the U.S. Treasury in a preliminary determination found that seven
countries are subsidizing significantly their exports of textiles and apparel to the
United States.

If tariffs on knitted outerwear were to be cut the effect would be to encourage
imports of competitive knitwear from Europe whose shipments to the United States
have thus far been moderate compared to the heavy influx that orginate in the low
wage countries of East Asia. The danger is, moreover, that in the case of European
suppliers the prospects of negotiationg any bilateral restraining agreements such as
those with countries of East Asia are for political reasons so remote as to be
altogether nil.
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Another disturbing factor now emerges. Mainland China is beginning to import
quantities of Acr{lic staple from Japan. In 1975 they imported 8.3 million pounds.
In 1976 22.4 million pounds and in 1977 32.9 million pounds with 5.1 million in
December alone of that year.

These imports are without a doubt destined to be used for sweaters to be exported
to the United States. We have already received reports of such purchases by large
U.S. retailers.

Even with respect to the less devel~ped countries which like Taiwan, Korea and
Hong Kong are major suppliers, the bilateral restraining agreements have been so
flexible and so subject to administrative change and the slippage of the control
system that the industry and its jobs should not be further - opardized by increasin,
and pressure of imports on either our market or the aaministrators of contro
system.

The Administration has indicated that the elimination of textiles and apparel
from the Tokyo Round is likely to destroy the possibilitiy of reaching any kind of
gereral agreement. It is hard to accept the appraisal that the whole edifice of these
negstiations would crumble if further tariff cuts were to be withheld for textiles and
ap{)arel in which exporting nations already enjoy deep penetration of our market. Is
it likely that the refusal to grant further tariff concessions on textiles and apparel
would cause the breakdcwn of the MTN when exporting countrics even under the
existing duties have had no serious difficulty in making massive entry of our
market particulaly in apparel? If tariff concessions in textiles and apparel are wo
essential a consideration to the future of these negotations, it can onry be because
further reductions would be serious, sufficient to generate a substantial additional
import volume. All the greater, therefore, must be our concern and all the greater is
the need for the Bill under consideration here.

There is far more to be said than can be condensed into the few minutes allotted
to me here. One furthe{vpoint, however, deserves to be emphasized. Qur balance of
trade deficit is serious. We were $27 billion in the red last year. Besides, in the first
gplalarter of this year the deficit was running at an annualized rate of over $30

illion.

The U.S. Bureau of the Census has releasea the U.S. balance of textile trade
deficit for 1977 and the total was $3,078,000,000. As indicated in the past, we employ
less than 10 percent of the total labor force involved in the Textile/Apparel Indus-
try yet we had to absorb $1,503,000,000 of this total or about 50 percent of the total
textile trade deficit for 1977.

Removal of apparel and textiles from Multilateral Trade Negotiations would help
prevent the further deterioration of our trade deficit that tariff cuts in this area
could otherwise induce.

Tariff cuts can only serve to aggravate our textile and aﬂparel trade deficit. They
would, however, bring little benefit to the consumer as had been previously and
repeatedly demonstrated. The lower the acquisition prices of imports to American
retailers the higher is the markup they enjoy in their selling price to the American
consumer.

These are some of the reasons why the employers of the knitted outwear industry
and the more than 120,000 employees whose jobs depend on the industry’s survival
want to see favorable action taken as soon as possible on the Bill here under study.
We consider prompt action essential.

Mr. VaNik. Thank you very much, Mr. Vargish.

Our next witness will be Kenneth V. Chace, director of the
cl;lorthem Textile Association, and Mr. William F. Sullivan, presi-

ent.

Mr. Chace.

STATEMENT OF KENNETH V. CHACE, DIRECTOR, AND WILLIAM
F. SULLIVAN, PRESIDENT, NORTHERN TEXTILE ASSOCIATION

Mr. CHACE. Mr. Chairman, my name is Kenneth V. Chace. | am
speaking for the Northern Textile Association, of which I am a
director. I am accompanied ty Mr. William F. Sullivan, president
of the association. I am also president of two textile companies,
Berkshire Hathaway, Inc., in New Bedford, Mass., and Waumbec
Mills, Inc., in Manchester, N.H. 1 appreciate the opportunity to
participate in these hearings. I will provide a brief summary. 1
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would like the chairman’s permission to have my full statement
included in the record.

Mr. VanNik. I might say the full statement of every member of
the panel will be inc.nided in the record as submitted.

Mr. CHAce. We fully support the bill, and wish to join with our
colleagues and the other associations, with the fiber producers, and
with the labor unions, in supporting its enactment. The increasing
levels of imports, which began in the late 1950’s, has cavsed serious
injury and loss of jobs in our industry in the North. Employment in
New England milis has been cut in half in the last 20 years, and
even in the last 10 has dropped almost 50 percent.

I would like to point out, however, that in the New England and
mid-Atlantic complex there are still over 634,000 jobs in the tex-
tile/apparel complex.

We are glad to have the multifiber arrangement and bilateral
agreements, but as you can see from the statistics on imports, it
does not provide the degree of security for our domestic industry
that we had hoped. The surge of imports in the first 5 months of
this year demonstrate how serious the situation is, and how rapidly
imports can rise.

We need every bit of tariff protection that we can get. At the
current rate of impoit growth, there will be a 35 billion trade
deficit in textiles and apparel by the end of the year.

I should like to make just one point. We have enough trouble.
This is not the time to encourage more imports and to make
matters worse. We urge you to i:tervene and stop the administra-
tion from offering to cut our tariftfs. Whatever the tradeoff may be,
it would be ~ serious loss to the Nation’s basic industry, the tex-
tile/apparel complex.

This bill merely says to the administration, ‘“Don’t make matters
worse.”” We are not asking for anythir.: more. We are only asking
our Government to refrain from acting in a way that would cause
us more distress, more unemployment, more losses, and more hard-
ship. This seems reasonable to us.

Many of our members feel that tariffs should be increased. We
are not asking for this. We are only asking that our Government
hold the line on such modest tariff protection as we now have.

Thank you.

[The prepared statement follows:]

STATEMENT OF KENNETH V. CHACE, DIRECTOR, NORTHEPN TEXTILE ASSOCIATION

My name is Kenneth V. Chace. I am a Director and a former Chairman of the
Northern Textile Association, 211 Congress Street, Boston, Massachusetts. I am
speaking for the association. I am also President of Berkshire Hathaway, Jnc. of
I‘?:w Bedford, Massachusetts and President of Waumbec Mills, Incorporated of
Mﬁnchester, New Hampshire. We manufacture man-made fiber and cotton blended
fabrics.

I am accompanied by William F. Sullivan, President of Northern Textile Associ-
ation. Our members are manufacturers of textiles located throughout the country
but principally in the Northeast and primarily in New England. These operations
use cotton, wool and man-made fibers to spin, weave broad and narrow fabrics, as
well as to braid, knit and make felt products. They produce yarn and fabrics for
apparel, home furnishings, health care products, industrial uses and recreational
and sportinﬁ goods.

The small cities aud towns where many of these plants are located are largely
dependent on the jobs and pag&())lls of the millls. In the Northeast, the textile/
apparel industry employs 634, workers. In New England, textile and apparel



209

industries employ 136,000 workers and provide one in every ten manufacturing jobs.
In states such as Maine, Massachusetts and Rhode Island the proportion is greater.

The members of the Association fully support the Holland-Broyhill Bill which
would remove textiles and textile products from the multilateral negotiations now
in progress in Geneva.We support the uniform position of the textile and apparel
industries, the fiber industries and the union representatives of the workers in these
mills. This position and the reasoning for it has already been presented to you and
it is not my purpose to take your time to re-state this presentation.

We want to take a few minutes of your time to appear personally on behalf of our
members. Most of our Congressmen are co-sponsors of the Holland-Broyhill Bill. Qur
Association is made up to a large extent of the small and medium-size privately
owned textile companies. Most of us have been in business a long time. Our
Association was founded in 1854.

The increasing levels of imports which began in the late 1950's has caused serious
injury and loss of jobs in our industry in the North. Employment in New England
mills has been cut in half in the lastrgO years and even in the last 10 years we have
had a 47 percent drop in jobs We were in the forefront of the effort to secure a
system of quota limitations on imports be%inning with the cotton agreement with
Japan in the late 1950's and the Long Term Cotton Arrangement initiated by
President Kennedy. It was not until 1973 that the Multi-Fiber Arrangement was
sttained. In the meantime, the imports of textiles and apparel grew. Today, imports
of textiles are at a rate of 6 billion square yards annually.

in dollar terms the :rade deficit this year will be close to 5 billion dollars.

Although we are glad that there is a Multi-Fiber Arrangement and bilateral
agreements, we are disturbed by the 33 percent growth during the first four months
of this year of imports over the same period a year ago. The following table shows
that no segment of our industry has been spaied from this rising surge.

U'S GENERAL IMPORTS C - CGTTON, WOOL, AND MAN-MADE FIBER TEXTILES—JANUARY-APRIL

[Million SYE)
- ) 1§77 ) 1978 EgrEgm chapg’g'
Three-fiber totai o R ‘ 1523 72T027m o +3
Yarns L . [ 799 429 + 44
Fabrics . , . e 380 524 + 38
Apparel . . o e, 128 925 + 21
Made-up and Miscellaneous o il o g N }507 o *ig@
Cotton, total . . . o ) 754@ o m’ td:j
Yarns . B e, 23 30 + 30
Fabrics . . L i, 217 338 + 96
Apparel ... e 239 336 + 40
Made-up and Miscellaneous ; N B e 8 lg o+ 18
Wool, total . . e, . w4 48
Yarns ... . e 3 4 +43
Fabries ... .. . e e, 10 11 + 9
Apparel .. .. L TR 18 26 + 42
ade-up and Miscellanenus .. e i 4 S ——
ManMade fibe, total .. 94 1010 420
Yamns .. . e R 213 394 + 45
Fabricy ... ... L R A . 153 i75 +15
ﬂ)oarel ......... R N T 470 563 +20
Made-up and Miscellaneous . ... . oL 48 R jfl

! Calgulated using unroundeg data

The heaviest concentrations are in apparel. Every item of apparei imported
displaces American fabrics. Cotton apparel imports are up 56 percent; wool, 42
percent; and man-made fiber, 20 percent. On top of these apparel imports which put
our customers out of business as well as ourselves, fabric imports have risen 38

rcent.
peI will not belabor you with statistics. I know you have plenty of these. To those of
us who are in the textile business, they are very real. They mean losses in sales and
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income. They mean layoffs and loss in employment. They mean hardship in the
towns and cities where we are located. They remind us again of our colleagues who
not so many years ago had viable and succesful textile operations in our area and
who have not survived to be here today. The high levels of unemployment and
distress are living reminders that our industrial base in textiles has been eroded by
a growing level of imports of fabrics and apparel and other textile products. These
goods are produced under working conditions and for wages which we in America
will not tolerate.

This is not the time to encourage more imports. This is not the time to make
matters worse. We urge this Committee, and through the Committee, urge Congress
to intervene and to act favorably on the Holland-Broyhill Bill.

There are some who feel that because of the MFA and a siructure of quota
restraints, the U.o. can reduce its tariffs and not increase unemployment or damage
the textile industry. We respectfully submit that this is not the case. Our experience
of the last 20 years has proven that tariffs are very important. The purpose of
cutting our textile tariffs is to accelerate the rate of increase of imports. And this is
exactly what will happen. This does not make sense as textile imports even with the
MFA are growing while our output has been virtually static.

The fiber-textile-apparel complex is not only a hig segment of the national econo-
my and a major segment of the Southern economy, but it is also a major segment of
the Northeast economy. In the new England and Middle Atlantic states of New
York, New Jersey and Pennsylvania there are 633,000 textile and apparel jobs. They
constitue almost 13 percent of all manufacturing employment. The health of an
industry of this magnitude in these metropolitan areas deserves the most serious
consideration of our Government. I need not mention other areas such as the cotton
and wool growing areas that depend on the well being of textile manufacturing.

We are struggling, as we have in the past, with a very difficult situation. The
level of imports, as it rapidly rises, worsens this situation and makes the issue more
critical.

The Holland-Broyhill Bill merely says to the Administration, “Don’t make it
worse!” This Bill asks for nothing more. It only asks that the Federal Government
refrair fypm acting in a way which would cause more distress, more unemployment,
more losses and more hardship. To us, this seems reasonable.

There are many members of our organization, such as in the felt and other areas
who have been seriously hurt as a result of cuts in the Kennedy Round and in
earlier tariff negotiations. They would like to see us here today asking for a
restoration of the protection which the former tariffs gave to them. We are not
doing this. We are only asking that we not be hurt any more. We are asking that
our investments and the jobs that we create not be handed over to investors in
other countries and to workers in those countries. If some believe that we should
exchange our textile jobs and investment. to help other Americans export their
produc's, I can assure you that the textile irvestors and the textile workers who
have been the victims of a growing level of imports do not see it that way. We feel
we are doing our share and have been doing our share in the whole post-war period.
We urge this Committee, and through this Committee, the Congress to put a stop to
offering tariff reductions which is just another way of offering our much needed
American jobs and investments to others.

Thank you.

Mr. HoLLanDp. Thank you, sir.
The next witness is Mr. Chester Kessler.

STATEMENT OF CHESTER KESSLER, PRESIDENT, CLOTHING
MANUFACTURERS ASSOCIATION OF THE UNITED STATES OF
AMERICA

Mr. KessLER. I thank you for recognizing us. We are one of the
organizations that have yielded our time to Mr. Omall, and since
our full text has been entered into the record, I think now we can
pase to the next witness.

11he prepared statement follows:]
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STATEMENT OF CHESTER KESSLER, PRESIDENT, CLOTHING MANUFACTURERS
ASSOCIATION

I am Chester Kessler, President of William B. Kessler, Inc. and President of the
Clothing Manufacturers Association of the United States of America. The Clothin
Manufacturers Association is the national organization of the Men's and Boys
Tailored Clothing Industry of the United States. Our members are located through-
out the nation and produce the vast majority «f the Men's and Boys' tailored
clothing made in this country. The Association ac's as the official spokesman for the
Men's and Boys’' Tailored Clothing Industry vefore all Government agencies, and
since its inception in 1933, it has been the official collective bargaining representa-
ttijvg of the manufacturers with the Amalgamated Clothing and Textile Workers

nion.

Our Association represents a large and vital group of American manufacturers
who, collectively, have been adversely affected by imports as much as, if not more
than, any other sector of the entire textile and apparel industry. We therefore have
a particularly urgent desire and need to aﬁpear today to express our great concern
over the serious, negative repercussions which the Multilateral Trade Negotiations
may have on the firms and workers which comprise the men’'s and boys’' tailored
clothing industry. We further wish to impress upon you our very strong support for
H.R. 10853 and the other identical bills now before you.

1. THE NEED FOR MAINTAINING TARIFF LEVELS IS CLEAR

U.S. apparel manufacturers, in general, end Men's and Boys' tailored clothing
manufacturers, in particular, have for years borne a majior portion of the import
damage to the textile and apparel industry.

Five years ago the need for a comprehensive mechanism to control international
trade in textiles and apparel was abundantly clear. This need for relief for the U.S.
textile and apparel industry in the face of a rising volume of imports led to the
instrumental role ulayed by the U.S. in instituting the Multifiber Arrangement, or
the MFA, in 1974. Ncw, in the fifth year of the operation of the MFA, the need for
import relief, as well as the protection provided by current tariff levels, is as acute
as ever.

At a tiiffe when great concern is being expressed over the impact of cii imports on
the U.S. trade deficit, it appears to us that the unbelievably large and growing trade
deficit in the area of apparel products has gone largely unnoticed. From a value of
only $600 million in 1967, apparel imports grew to a record value of $3.7 billion in
1977. Since 1967 the value of apparel imports has increased over five times. At the
same time, the value of U.S. exports of apparel increased from only $100 million to
$500 million. Thus, from a net deficit position of $500 million in 1967, the U.S. trade
balance in apparel hac deteriorated to and astronomical deficit of $3.2 billion or the
highest deficit on record.

ven more ominous is the fact that for the first quarter of 1978, the U.S. deficit
resulting from trade in all textiles and apparel is nearly $1 billion, almost double
the figure for the first quarter of 1977. Actual imports of apparel alone in the first
four months of this year came to 925 million square yard equivalents, which
represents a full 27 percent increase over the same period of 1977. I must also
emphasize that apgarel imports in all of 1977 were 2.6 billion square yard equiv-
alents, alsc the highest level on r:cord to that date.

After hearing these facts, I find myself thinking that maybe the MFA has exjired
without my realizing it. Or thinking perhaps that the MTN hiis already concluded
and that the substantial tariff cuts which the textile and apparel industry believes
are being offered in Geneva have already been made. But neither of these events
has yet come to pass. In fact, this frightening deterioration of the trade situation
has occurred right at the very time when the Executive Branch has made repeated
promises to get tough with our trading partners through the bilateral agreements
which are negotiated through the MFA.

The MFA and the bilateral agreements negotiated under it have been in effect for
four and a half years and have operated together with the clearly needed current
level of tariff protectiom Since the textile and apparel import situation has deterio-
rated markedly since 1974, what possible rationale could justify tariff cuts at this
time? The footwear, color TV, and specialty steel industries have similar orderiy
marketing agreements to protect them from disruptive imports. Yet they have been
exempted from tariff cuts at the MTN because such action would clearly mitigate

ainst the necessary relief already provided to them under the Trade Act of 1974,

hy then should the textile and apparel industry be exposed to substantial tariff
cuts, the effect of which would be to undermine seriously the already questionahle
effactiveness of the MFA?
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II. THE PAST AND PRESENT IMPACT OF IMPORTS ON APPAREL FIRMS AND WORKERS

There are many indicationsa of serious injury which has already been caused by
imports, not just to the mermbers of our Association, but to all apparel manufactur-
ers. Total employment in thc apparel portion of the textile and apparel industry fell
from 1,406,000 workers in 1968 to 1,283,000 workers in 1977 or a roes of 118,000 jobe.
From 1974, or the year of the institution of the MFA, total employment fell from
1,348,000 to 1,288,000 or a loes of 60,000 workers.

Similar serious declines have been experienced by the members of our Associ-
ation. For example, a major portion of the production of our firms is Men's and
Boys’ suits and coats. In this segment of the U.S. apparel industry, total employ-
ment fell from 130,700 workers in 1967 to 102,600 in 1974, the year of the institution
of the MFA, for & net decline of 22 percent. From 1974 to 1977, employment fell
another 14 percent, from 102,600 workers to 87,900. Thus, this significant portion of
the production of the members of our Association has suffered cutbacks resulting in
43, lost jobs since 1968, or a full third of the labor force. In the first four months
of this year, in the face of a further onslaught of imports, preliminary data from the
Department of Labor indicate that another 1,800 jobs were lost, putting total em-
pl(’}yment at only 86,100 workers.

he long and growing list of worhors certified as eligible for Trade Adjustment
Asaistance tells the same story. In the three years from April 1975 through March
1978, an estimated 45916 workers in just the apparel sector of the textile and
apparel industry have been certified by the Labor Department for benefits under
the new Trade Adjustment Assistance progr.:m as a result of losing their jobs to
imports. Thus far, a total of over $32 million has been disbursed to these workers
through this one program. Increasee in both the number of eligible workers and the
cost to the taxpayers are sure to accelerate if tariff cuts are made.

The number o{ firms in the apparel sector of the textile and appare! industry has
also declined dramatically. In 1963, the Census Bureau counted 19,008 apparel
manufacturing establishments, while by 1975 that number had drogged to only
16,117. Although demand in 1976 and 1977 has improved from t™e 1975 recession
year, | assure you that most U.S. apparel firms have been hard-pressed to share in
that growth.

Over the last ten years U.S. production of item after item of ap.are! has fallen,
while 1mports have increased. In the case of men's and boys’ suits, total supply to
the U.S. market rose from 25,504,000 suits in 1968 to 27,024,000 suits in 1976, waile
U.S. production actually fell from 24,024,000 to 23,400,000. Total supgl of certain
men's and boys’' coats rose from 91,548,000 in 1968 to 103,428,000 in 19 6),' while U.S.
production fell from 82,656,000 to 78,612,000. The list goes on and on.

111. DESPITE THE MFA TARIFF CUTS WILL CAUSE SERIOUS HARM

One argument for tariff cuts in the MTN which we are constantly faced with is
that the U.S. textile and apparel industry already has a unique and comprehensive
mechanism—the MFA—to prevent andue injury from the impact of imggrts. By
implication, this presumably means that substantial tariff cuts would not be overly
harmful to the industry. This argument seems specious on its face when one looks
at the trade figures in the last year and a half.

As regards the MFA itself, there are well-known problems which will be seriously
exacerbated if substantial tariff cuts result from the current MTN. The first and
foremost problem with the MFA is imports from uncontrolled sources. Despite the
multi-fiber bilaterals with fourteen countries now in effect and an additional four
bilaterals covering cott .1 textiles alone negotiated under the MFA, tariff cuts will
certainly lead to incre. 2d imports from sources not now controlled. Although this
threat could theoreticaily be met by prompt action by the U.S. Government pursu-
ant to the MFA, the domestic textile and apparel industry has already suffered
substantial injury since 1974 because expeditious action has not been taken to limit
im'ﬁ\)rts from uncontrolled sources.

here are many examples of foot drag%ing by the U.S. Government, a prime
exsmple of which occurred in the case of Romania. Prior to January 1977 onl
cotton textiles were controlled by a bilateral agreement. In 1974, imports of all
textile and apparel products from Romania were 9 million square yard equivalents,
of which imports of wool and man-made fiber J)roduct,s were only 1.5 million square
yard equivalents. By 1976, total imports had jumped to 34 million square yard
equivalents, a 278 percent increase, while imports of wool and man-made fiber
products alone increased ten-fold during this period. Only after this rapid increase
were there negotiations which led to an additional bilateral agreement covering
wool and man-made fiber textiles in 1977. Even with this bilateral in effect, growth
provisions allowing nearly 6 percent annual growth in restraint levels and compli-
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cated flexibility provisions will insure continued growth in imports from that
source.

An equally serious problem for the U.S. textile and apparel industry regarding
the MFA is the intense pressure from various quarters, buth foreign and domestic,
to increase restraint levels on controlled countries, which has led to acquiescence on
the part of the Executive Branch in the past. If existing tariffs are cut, we can
exgect even stronger pressures to relax these controls.

inally, it is well-known that the restraint levels on many specific textile and
apparel products are currently well above actua! import levels. This unfortunate
feature of the current bilaterals will allow many countries room for major increases
in imports withoiit violating any provisions of the bilaterals which are in effect.
This will surely cccur if tariffs are cut.

Historical data show that textile and apparel imports increased substantially
immediately after the Kennedy Round was concluded. Between 1967, the year in
which the Kennedy Round negotiations were concluded, and 1972, the final year in
which the tariff cuts were phased in, textile and apparel imports increased by 140
percent, from 2.59 to 6.24 billion square yard eguivalents. This was a growth ra‘e of
19.2 percent per annum. At the same time, U.S. production grew only 4.9 percent a
year,

As far as we are aware, the present proposed tariff cuts appear to be larger than
those of the Kennedy Round, a development which could result in a higher import
growth rate than occurred as a resuit of the ¥cnicdy Round.

IV. SERIOUS INJURY CAN BE PREVENTED ONLY THROUGH LEGISLATION

We have no illusions as to the dzbilitating effect of tariff cuts. Together with the
Amalgamated Clothing and Textile Workers Union we submitted to the Executive
Branch the results of an econometric analysis of the employment effects of a 60
percent tariff cut on only thirteen specific men’s and boy's a;:rarel items, includin,
certain suits, sport coats, trousers, and shirts. The results indicated that we woul
stand to lose over 14,000 jobs and over 24 million man-hours as a result of tariff cuts
on these thirteen items alone. Other studies by the Brookings Institution and Data
Resources, Inc. indicate far greater job losses in the entire textile and apparel
industry would result from substantial tariff cuts.

Despite our best efforts, the Executive Branch has not been persuaded to exempt
the products of the textile and Ief) arel industry from tariff cuts in Geneva. Only
because our import relief—the I'PA——is based on Section 204 of the Agricultural
Act of 1956, and not based on Section 127(b) of the Trade Act of 1974, are we fully
exposed to damaging tariff cuts If these tariff cuts are seen by the Executive
Branch as relatively benign for our industry, then why does this argument not
apply to other industries receiving similar or even less comprehensive relief pursu-
ant to the Trade Act of 1974?

This inequity stands in direct opposition to the recognition by Congress of the
import sensitivity of our industry, which led to the exemption of textiles and
apparel from duty-free GSP treatment.

ur industry has borne an inordinate burden of import increases in the past.
Nevertheless, our industry is being offered virtually as the major U.S. sauiiiice to
international trade in the current MTIN. We feel that our firms and workers deserve
more than this, and we urge you to act favorably and expeditiously on H.R. 10853.

Mr. HoLLaND. The next listed witness is Earl Rauen and Paul
Schulz.

STATEMENT OF EARL §S. RAUEN, PRESIDENT, AND PAUL
SCHULZ, EXECUTIVE DIRECTOR, WORK GLOVE MANUFAC-
TURERS ASSOCIATION

Mr. RAUEN. I am Earl Rauen, president and chief operating
officer of the Indianapolis Glove Co. I am also president of the
Work Glove Manufacturers Association, a trade association whcse
members account for the bulk of the domestic output of cotton
work gloves, an industry whose very survival is at stake if the U.S.
duiy on imports of this product is reduced, as we believe is in the
offing at the Multilateral Trade Negotiations in Geneva.

We are seriously concerned that the United States offers to cut
textile and apvarel tariffs threaten to undermine irreparably the
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fragile safeguards which now exist through the mechanism of the
multifiber arrangement and the 18 separate bilateral agreements
negotiated by the United States with supplying countries.

U.S. trade negotiators have rationalized to our industries that
because of the existence of these bilaterals any reduction in textile
tariffs could take place without damaging increased import impact,
and that tariff cuts for textile and apparel items could convey
benefits in expanding opportunities for U.S. exports of such items.

Such rationalizations are both misleading and dangerous. Multi-
lateral tariff reductions in the textile and apparel area will not
compensate sufficiently for our higher labor and material costs to
enable U.S. exports to be competitive in world markets against the
low-wage, low-cost and frequently subsidized exports in developing
countries. Moreover, due to apparent poor enforcement, the MFA
and bilaterals certainly have not prevented damaging import
growth at the expense of domestic output and jobs.

The year 1977 produced a record textile/apparel trade deficit of
$3.4 billion. The deficit was $386 million in the first 4 months of
1977, and is $1.3 billion for the same period this year.

The foregoing comments have direct relevance to the growing
adverse economic condition of the cotton workglove industry.
Cotton work gloves, although covered under the MFA and bilateral
agreements, are being supplied to our marketplace in ever-increas-
ing quantities by foreign sources. Cutting the tariffs on these could
constitute another cruel rebuff by the executive branch for this
industry, which has repeatedly sought to attain a small measure of
import relief as provided by the Congress under the safeguard
provisions of the Trade Act of 1974.

The import penetration of the cotton wcrk glove market has
been frightening to watch the past few years. The data furnished
in the table attached to my full statement shows that, despite
bilaterals, total imports of cotton work gloves between 1970 and
1977 increased by 291 percent by quantity, while domestic ship-
ments decreased 12.4 percent.

We have had scme conjecture today about using the year 1972 as
some sort of base periocg. In 1972 the overall import penetration
rate of cotton work gloves was 6.3 percent. In 1977, it reached over
32 percent. In the first quarter of 1978, the penetration rate is 63.5
percent. We cannot see the tariff cuts will help us reverse that
situation.

The import cotton glove competition is strictly price competition,
because this industry is heavily labor intensive. The Bureau of
Labor Statistics show that in 1976 production workers in the
United States apparel industry had average hourly earnings of
$4.13, including benefits, by comparison with 37 to 40 cents in
Korea, 47 to 48 cents in Taiwan, and 70 to 80 cents in Hong Kong.
with wages and fringes what they are in the United States, the
domcstic manufacturer is at a decided disadvantage, and it is im-
possible to sce that lower tariffs will help offset these glaring
differentials in wages.

Particularly alarming is the recent emergence of the People’s
Repuslic of China as a heavy supplier of our product to the United
States. To us, this is not a future threat. It is here, in the cotton
work glove business. Within a very short time, the People’s Repub-
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lic of China came up from zero to take second place after Hong
Kong as the leading foreign cotton work glove supplier. In fact, for
the first 4 months of this year, imports from the People’s Republic
of China have increased 121 percent over the like period 1 year
ago, and the quantities are 90 percent greater than those from
Hong Kong, traditionally the leading cotton glove import supplier.

As we know, the People’s Republic of China is a completely
uncontrolled supplier, so the MFA and bilaterals in this instance
provide us no relief whatsoever. Coupled with the devastating ef-
fects of Red Chinese import increases, cutting tariffs for our tradi-
tional trading partners would just further compound our problems.

The economic outlook for our firms and workers in the cotton
work glove business is already bleak by virtue of import price
competition. Let us not further worsen that outlook by giving
foreign suppliers an even greater competitive advantage in our
market by MTN tariff cuts. In the absence of measures to safe-
guard domestic industry against such unfair competition, there can
only be one outcome: More plant shutdowns, job losses, and the
eventual demise of the domestic cotton work glove industry. We
urge the adoption of H.R. 10853.

[The prepared statement follows:]

STATEMENT OF EARL S. RAUEN, PRESIDENT, WORK GLOVE MANUFASTURERS
ASSOCIATION

I am Earl S. Rauen, President and Chief Operating Cfficer of Indianapolis Glove
Company, Inc. I am also the President of the Work Glove Manufacturers Associ-
ation, a trade association whose members account for the great bulk of the domestic
output of cotton work gloves—an industry whose very survival is at stake if the U.S.
duty on imports of this product is reduced as we believe may be in the offing at the
multilateral trade negotiations at Geneva.

MTN TARIFF CUTS WOULD UNDERMINE TEXTILES/APPAREL IMPORT SAFEGUARD MECHANISM

We, as one segment of the thousands of firms and almost 2% million workers
whose economic well-being depends on the viability of the textile and apparel sector
in the United States, are seriously concerned that the U.S. offers to cut textile and
apparel iariffs, if carried out, threaten to undermine irreparably the essentially
fragile safeguard which now exists against disnftive import surges throufh the
mechanism of the Multifiber Arrangement ‘MFA) and the i8 separate bilateral
agreements negotiated by the United States with supplying countries.

Our trade negotiators indeed have rationalized to our industries that, because of
the existence of these special arrangements with regard to the international trade
in textiles and apparel, any reduction in textil~ tariffs could take place without
damaging increased import impact. Moreover, they suggest to the rontrary that
tariff cuts for textile and apparel items could convey benefits in expanding opportu-
nities for U.S. exports of such items to third country markets.

Such rationalizations are both misleading and false. Muitilateral tariff reductions
in the textile and apparel area will not comgnsate sufficiently for our higher labor
and material costs ty enable U.S. exports to be competitive in world markets against
the low-wage, low-cost, and frequently subsidized exports of developing countries.

Moreover, it is indisputable that the MFA and bilaterals negotia under the
framework of the MFA have not prevented damaging import growth at the expense
of dor7stic jobs and output. The MFA and bilaterals permit imports to enter the
Uniteu States at an annual compounded rate of 6 percent or more. Domestic output
has simply been unable to keep pace with that import growth level. The result is
that 1977 produced the highest level of imports for apparel, and a record textile/
apparel trade Jeficit of $3.1 billion.

COTTON WORK GLOVE INDUSTRY WOULD SUFFER NEW BLOW

The foregoing comments have direct relevance to the growing adverse economic
situation in the cotton work glove industry. Our small industry produces an item of
apparel whici,, though embraced under the MFA and the bilateral agreements
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thereunder, is being supplied in our marketplace in ever increasing quantities from
foreign sources.

In proposing a cut in the tariff on cotton work gloves, our trade negotiators in
Geneva would be oblivious to the fact that our industry has been fighting a valiant
uphill battle against disruptive imports of cotton work gloves. Cutting the tariff on
cotton work gloves would constitute vet another cruel rebuff at the hands of the
Executive Branch for this industry, which has repeatedly sought to attain a meas-
ure of import relief under the safeguard provisions of the Trade Act of 1974.

In this regard, a section 201 (escape clause) petition to the International Trade
Commission in 1975 covering all work gloves, including cotton work gloves, was
rejected. When, in December of last year, the cotton work glove industry separately
petitioned for import relief under another Trade Act provision, i.e., section 406, to
counter the severe disruption of the cotton work glove market resulting from
rapdily increasing imports from Communist China, at prices no U.S. supplier could
compete with, that petition too was denied by the International Trade Commission.

A major factor in the ITC's rejection of the escape clause petition was a judgment
by Commission members that other industrial sectors in work glove manufacturing
seemed to be holding up better against imports than did cotton work gloves. It is
therefore ironic that in the subsequent section 406 action, the Commission members
appeared in agreement that cotton work gloves were being adversely affected by
rising imports but, nonetheless, they could not agree that such adverse impact or
injury could be specifically traced to rising imports from the People's Republic of
China.

SPIRALLING IMPORT GROWTH BASED ON PRICE COMPETITION ALREADY THREATENS COTTON
WORK GLOVE INDUSTRY

In recent years the most striking feature of the cottcn work glove market has
been the steady penetration of imports at the expense of domestic output. The fact
is that domestic output has been unable to maintain even its proportionate share of
total market growth. As the data given in the attached tauie show there has been at
best stagnation for domestic output while imports have continued to capture a
greater share of the market. Taking the two categories of cotton work gloves
combined (woven and knit), total imports between 1970 and 1977 increased 291
percent by quantity while domestic shipments decreased by 12.4 percent. In this
period, the overall import penetration rat» almost quintupled, reaching over 32
percent in 1977,

The competition from imports at the expense of domestic output is not a response
to quality or durability but primarily is due to price competition, which has moved
increasingly against domestic manufacturers beceuse the work glove industry is
heavily labor-intensive. This places the United States manufacturer at a decided
disadvantage in competition with other foreign low-wage production, particularly
countries in the Far East.

In the United States, Bureau of Census data show labor costs to be about 30
percent of the final costs of production, while raw material costs (i.e., cotton)
account for about 55 percent of total industry shipments. The significance of heavy
labor-intensiveness is that domestic cotton work glove production costs are substan-
tially above foreign production costs in the major supplying countries. These are
overwhelming the developing countries where wage rates are maintained at exceed-
ingly low levels.

The wide disparity between U.S. and foreign wage rates has been substantiated by
a study of the Office of Productivity and Technology of the Bureau of Labor
Statistics. The study compared total hourly compensation of production workers
with the apparel industries in 12 selected countries. According to the study, U.S.
production workers in the apparel industry taking into account all fringe benefits,
had average hourly earnings of $4.13 in 1976. By comparison, production workers in
comparabie indusiries in Korea earned $.37-.40; in Taiwan, $.47-.49; and in Hong
Kong, $.7G-.80.

In this connection, and particularly alarming to the domestic cotton work glove
industry, has been the recent emergence as a heavy supplier to the TJnited States
market of the People’s Republic of China. In just a few years time this country has
come up from zero to take second place, after Hong Kong, as the leading foreign
cotton work glove supplier. For such a centrally planned economy, production costs
have absolutely no bearing in final export selling prices.
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US. POLICY IN TARIFF CUT OFFER IS INCONSISTENT WITH U.S. POLICY TO SUPPORT MFA

I have already eluded to the fact that the two categories of cotton work gloves,
(TSUSA 1704.4010 and 704.4510) are encompassed within the restraint categories
specified in the U.S, textile import program.

Such import ceilings are a help in preventing excessive import surges from
controlled suﬁpliers— ut not from an uncontrolled supplier sucgoas the People’s
Republic of China. The MFA and the bilaterals thus are an inadequate iinport relief
mechanism. On the other hand, but for the exist:nce of the restraint categories in
the MFA and the bilateral agreements, import impact in the domestic cotton work
glove industry doubtless would be far more serious.

It is therefore ilIOfical and inconsistent for the U.S. Government to accord a
measure of import relief to cotton work glove manufacturers through the MFA and
bilateral agreement mechanism and then to have that relief vitiated by cutting the
tariffs on such products. Furthermore it must be noted that while the MFA has a
four-year limitation, tariff cuts have indefinite duration.

The U.S. textile import program which is based on the provisions of Section 204 of
the Agricultural Act of 1956 as amended aims at the orderly marketing of textiles
and apparel. The 18 bilateral agreements that have been negotiated under the MFA
by the US.—aside from their being negotiated under a different statutory authori-
ty—are no less orderly marketing agreements than those that have been negotiated
pursuant to the “escape clause” of the Trade Act of 1974.

It is significant that cotton work gloves, as an apparel item, is accorded statutory
exclusion (Secucn 504(c) of the Trade Act) with respect to the granting of z -0 duty
treatment to developing nations under the Generalized System of Preferences. By
such s!atutctY exclusion, Congress explicitly recognized the import sensitivity of
cotton work gloves along with other textiles and apparel products.

For these reasons the Work Glove Manufacturers Association strongly supports
H.R. 10853 and other bills identical to it which would amend Section 127(b) of the
Trade Act of 1974 by including import relief pursuant to Section 204 of the Agricul-
tural Act of 1956 as a basis for automatic exclusion from tariff cuts in the current
round of trade negotiations. Such action is absolutely essential in order to prevent
the demise of this small but strategic industry.

Cotton work gloves are manufactured for a specific purpose, namely to provide
basic hand protection or product protection in industrial, commercial, or domestic
activity. In a real sense, cotton work gloves are a vital ingredieat of the U.S.
industrial process and continuing access to supplies of cotton work gloves are
therefore essential to the national econom{. It follows therefore that a healthy
domestic cotton work glove industry is directly in the national interest.

SURVIVAL OF COTTON WORK GLOVE INDUSTRY IS AT STAKE AT MTN's

Due directly to the impact of low wage/cost imports, there has been steady and
continuous attrition of firms and workers in this industry. The 1967 Census of
Manufacturers showed this industry to comprise 174 establishments, 110 of which
had 20 or more employees. Today, there are only 50-60 firms left employing about
8,000 persons.

Though a relatively small industrial activity by comparison with other U.S.
industries, the manufacture of cotton work gloves takes on added significance by
virtue of several distinguishing characteristics:

It is an industry heavily labor-intensive and the bulk of its workers are women or
of ethnic minority group origin. The average age of workers is relatively high.

Manufacturing is heavily concentrated in southern and midwestern states and the
jobs created in rural areas are factors of considerable local economic significance.

Closing of a plant means in effect Termanent unemployment for the displaced
individuals. They are simply not people who can transfer to other industries, be-
cause of age, geography or other factors.

The economic outlook for our firms and workers is already bleak by virtue of
impor* price competition. Let us not further worsen that outlook by giving forejlgn
suppliers an even greater competitive advantage in our market by virtue of MTN
tariff cuts. The current tariff of 25 percent ad valorem provides some help to our
manufacturers in competing against foreign supply. ucing this benefit means
the demise of firms and of jobs in this industry. The survival of our industry is at
stake in enactment of legislation like H.R. 10853 which would enable automatic
exclusion from tariff cuts ia the current round of trade negotiations for a product
like cotton work gloves.

t me say in closing that I believe in the benefits of expanding worida trade to
stimulate economic growth. But this must be a shared and reciprocal endeavor, not
one fashioned to stimulate growth in one country at the expense of another. The
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United States is relatively unique as one of the few remaining open markets in the
world. Reducing tariffs for a product like cotton work gloves would have the effect
of funneling still a greater volume of trade to this open markrt.

For products that are labor-intensive and come heavily from developing countries
where producers and exporters benefit from extremely low wages and low produc-
tion costs that are often enhanced by outright subsidies from foreign governments,
the United States market is a8 much a magnet as is pollen to a bee. In the absence
of measures to safeguard domestic industry against such unfair import competition,
there can be only one outcome; plant shutdowns, job losses, and the eventual demise
of the domestic industry.

We urge the adoption of H.R. 10853.
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Mr. VaNik. Thank you.

Mr. SmaLL. Chairman Vanik, may I have one second to correct
an omission. The American Yarn Spinners Association has submit-
ted a written statement in lieu of oral testimony, and that state-
ment was to be included in the record.

Mr. VaNik. Without objection, the statement will be included at
this point in the record.

[The following was submitted for the record:]

STATEMENT OF THE AMERICAN YARN SPINNERS ASSOCIATION, INC.

This statement is submitted on behalf of the American Yarn Spinners Associ-
ation, Inc. and it's three affiliate organizations. the Association of Synteaiic Yarn
Manufacturers, Inc., The Carpet Yarn Association, Inc, and the Duren: A:sociation
of Ameii.a. The combined membership of these organizations includes some 200
corporations, with manufacturing operations in twenty states. The American Yarn
Spinners Association is the central trade association of the sales yarn scgment of
the textile industry and represents approximately 90 per cent of U.S. sales yarn
production.

The market for ss.les yarn is highly sensitive to imports and extends far beyor:d
yarn alone. While imports of yarn result in direct displacement of domestic saie¢s
yar~ production, it is important to recognize that imported textile and apparel
products beyond the yarn stage result in displacement to the same degree that yarn
would have been consumed had these products been produced domestically. Conse-
quently, the impact of iriports is felt in the order books of the domestic yarn
producer, whether the imported article is in the form of yarn, fabric, apparel or
other made-up goods.

While the market for sales yarn covers the entire spectrum of textile products,
the major end-use catezories in terms of p..:: 1ds consumed are machine kaitting and
carpets & rugs. According to the Bureau 0. '_ensus, spun and textured filament yarn
produced for sale amounted to 3.1 Lillion pounds in 1976, or 40 percent of total U.S.
yarn proauction. )

Of total cotton system spun yarn consumed in machine knitting, 75.2 percent was
supplied by the sales yarn sector in 197€. The percentage is even higher at 81.1
percent for textured filament yarns. These statistics point out the importance of a
vighle machine knitting sector to the sales yarn industrg'.

‘i’he machine knitting and carpet and rug industries developed as relatively small,
non-integrated, style oriented entities reciuirin a much greater variety of yarns
than could be efficiently produced internally. The sales yarn industry developed as
a separate sector of the textile industry to supply this need.

Over the past ten years, the percentage of production workers in relation to total
employment in yarn production remained constant at around 91 percent. Because it
is a labor intensive industry, yarn rroduction serves as an excellent entry industry
for persons with low industrial skills, minorities, and women. Roughly half of the
employment in the sales yarn sector is women, according to the Bureau of Labor
Statistics. The industry is concentrated in the rural areas of the Southeast and has
contributed substantially to the economic well-being of these communities as they
move from an agricultural to an industrial economy.

The sales yarn segment is composed mostly of emall to medium size establish-
ments, with roughly 75 percent having less than 250 employees, as reported by the
1972 Census of Manufacturers. However, significant consolidation has occurred
since 1972, For example, by the end of 1975, the number of plants in SIC Code 2281,
alone, declined to 359, down from 426 in 1972. Ownarship of the 359 plants was
controlled by 253 companies, or a ratio of 1.4 plants per firm, illustrating that the
cagment is composed generally of small to medium size firms with one or two
manufacturing plants.

In summary, the sales yarn segment is composed of relatively small firms with a
high degree of product specialization. Employment in this sector is an important
factor to the rural communities in which the plants are located. Any displacement
of jobs brought about by further import penetration will result in serious social and
economic problems for these communities.

EXPORT POTENTIAL

Much has been said in recent weeks about the need to increase exports of U.S.-
made textiles, and the current trade deficit certainly underscores the importance of
this objective. Our organization certainly subscribes to this objective in principle,
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but, as a practic .' matter, experience has shown that export opportunities are
limited for the spun and textured filament sales yarn segment.

During the period 1973—77, total spun yarn exports ranged between a high of
51.8 million pounds in 1973 to a low of 32.4 million pounds in 1975. Spun yarn
exports in 1976 and 1977 were level at around 37 million pounds in both years.

There appeared to be a promising growth trend in noncellulosic manmade fiber
spun yarn exports, which increased from 5.5 million pounds in 1972 to 26.7 million
in 1974. However, these hopes diminished with exports declining to 15.7 million
pounds in 1975 and leveling off at around 20 million pounds in 1376 and 1977.

Further analysis of the spun yarn export data shows that the number of foreign
markets decreased over the last couple years as capacity increased in the developing
countries. Canada remains by far the largest export market for U.S. spun yarn, and
accounted for around 45 percent of the total during 1976 and 1977,

With respect to the !1.S. potential as a factor in the export market, the following
must be considered:

1. U.S. price competitiveness in relation to the price structure of yarn producers
in the importing country and other competing exporting countries, particularly the
developing and non-market economy countries.

2. Transportation, insurance, duty, and cther costs of delivering yarn to the
importer’s plant or warehouse.

3. Availability of comparable yarn in the importing country and/or other export-
ing countries.

All three factors traditionally work to the disadvantage of U.S. yarn producers,
particularly in the ccmmodity type yarns. Therefore, U.S. firms must rely on
superior quality, specialty yarns, and yarn unavailable or in short supply as a
means of competing in export markets. Unfortunately, this does rot present a
market opportunity of sufficient magnitude to expect significant giowth in spun
yarn exports.

A case in point is Japan, which purchased 7.4 million pounds of U.S. spun yarn in
1973, a year when fear of shortages resulted in inventory building. Exports to Japan
in the four following years declined to a negligible level. In contrast, to Japan's
exports of noncellulosic spun yarns to the U.S. in 1977 topped 22 million pounds,
and in the first four months of 1978 were running at an annual rate of 35 million

unds.
poAnr\ther example is Indonesia, whose woven fabric capacity in the late 1960's
exceeded yarn production. Consequently, substantial quantities of cotton yarn were
exported to Indonesia to balance production. Within 2 or 3 years, yarn capacity was
increased to 2chieved balance with fabric production and varn exports to Indonesia
diminished accordingly.

The same pattern traditionally repeats itself as developing countries move toward
a self-sufficient fiber/textile/apparel complex. Fxporting countries naturally seek to
maximize the iabor content or the products they ship. At the same time, they seek
to minimize the dollars being spent for the purchase of fibers. yarns, or fabrics
outside their national boundaries. These two objectives make a self-sufficient fiber/
textile/apparel complex attractive to maturing countries, and particularly those
with a surplus of low-cost labor.

The development stage may begin at either the top or the bottom, depending on
the availability of staple fiber. Korea, for instance, concentrated initially on apparel
production and integrated backwards as did Taiwan. More recently, however, both
countriex have moved rapidly toward selfsufficiency in fiber, yarn, and fabric.
Exypt, with its ample supply of cotton, developed a yarn and fabric base for export
and is now moving toward developing it’s apparel industry.

Textured filament yarn exports peaked in 1974, and nave remained fairly stable
since, but at slightly lower levels than the peak year. Because of worldwide overca-
pacity, brought about by rapidly increasing technology .n recent years, these yarns
face the same baszic problems in the exnort market as do spun yarns. The serious-
ness of the overcapacity problem became clearly evident with the formation of
cartels in Japan and Europe, aimed at restoring order to the market.

In general, the potential for increasing U.S. yarn exports is cloudy at best and not
likely to improve in view of the foreseeable supply/demand relationship worldwide.
Even if better access to the developed countries were achieved, there is still the
problem of competing in developed country markets with the developing countries
who are also seeking to increase their exports. This is particularly true in the case
of spun yarns, which are more labor intensive than textured filament yarns.

32-859 O - 78 - 15
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EFFECT OF TOTAIL IMPOETS ON SALES YARN PRODUCTION

In recent years, the sales yarn industry has become increasingly concerned over
the displacement of sales yarn production by imports of textile products in the form
of fabric, apparel, and other products advanced beyond the yarn stage. By defini-
tion, the sales yarn segment is composed of firms who produce yarn for sale to
others who knit, weave, or otherwize process the yarn into fabric, apparel, and other
textile products. Import displacement of those products produced by the customer
for sales yarn causes a corresponding displacement of domestic sales yarn produc-
tion.

The net effect of this secondary displacement of sales yarn production may be
quantified by applying the ratio of sales yarn consumed by U.S. producers »f fabric
and apparel to imports of those same products. For instance, from the Bureau of
Census’ Annual Spun Yarr. Survey, it was determined that in the U.S. market,
more than 75 percent of the yarn consumed in knit products is supplied by the
independent sales yarn segment, since knit goods producers generally do not have
their own yarn production A much lower percentage of outside yarr is consumed by
producers of woven goods, since they are generally integrated and have their own
yarn production.

Using import data in pounds, provided by the Decpartment of Commerce, the
securdary displacement of sales varn by imports of the finistied product can be
determiued by applying the appropriate ratio t¢ imports of that product. The
resulting number gives pounds of sales yarn that would have been consumed in the
product had it been produced domestically. The weakness in this approach is that it
does not account fr the processing loss which occurs in fabric production or at the
cutter level. The net eftect of these exclusions is ar understatement of the sales
yarn displacement for apparel products of 15 to 20 percent. Nonetheless, the analy-
sis is appropriate to demonstrate the effect finished goods imports have on others in
the distribution chain, such as producers of sales yarn.

In 1976, roughly 85 percent of cotton textile imports were of woven fabric con-
struction, with the remainder spread between yarn, products of knit fabric construc-
tion and other. That portion of cotton textile imports which can be directly attribut-
ed to the sales yarn segment represented 17 percent of U.S. cotton sales yarn
production.

Imports of man-made fiber textiie products are a particularly serious problem for
the sales yarn segment for two reasons. First, there is 2 heavier concentration of
imports in knit products, on which the sales yarn segment is highly dependent. For
example, 65 percent of total man-made fiber apparel imports are of knit fabric
construction. Secondly, imports of man-made knit products, particularly apparel,
have increased significantly in recent years. Imports of man-made fiber textile
products identified with the sales yarn segment accounted for 18.2 percent of domes-
tic man-made sales yarn production in 1976.

The wool situation illustrates the extreme of what occurs when timely action is
not taken to curb imports. Between 1973 and 1976, tlie domestic wool sales yarn
market declined by 54 percent. The import penetration ratio attributed to wool sales
yarn increased from 47.1 percent to 111.0 percent during this same period.

In summary, this analysis points out the necessity for looking beyond total import
data to the disruption caused to the various segments of the industry. More specifi-
cally, it indicates the need for import product mix analysis to determine the com-
bined injury on the total chain of distribution. As currently written, there are no
provisions in the Trade Act of 1974, or the Multi Fiber Arrangement, to deal with
secondary displacement. To the producer of sales yarn, this is an alarming over-
sight. Any reduction in textile tariffs will further compound the problem, since for
every knit fabric or apparel manufacturer who closes his doors because of injury
from excessive imports, a sales yarn customer will be lost.

VIEWS OF TARIFF CONCESSIONS

The sales yarn producing industry is opposed to further U.S. tariff concessions on
yarn, other textile mill products, or apparel and feels strongly that sound reason
exists for this position, First of all, U.S. tariffs on textile manufacturers are suffi-
ciently low so as not to be a barrier to imports. This is borne out by the import
statistics themselves.
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{MPORTS OF COTTON, WOOL, AND MAN-MADE FIBLR TEXTILES—1967-1976

{I= million square yards)

Made-up

Year Yarns Fabrics Apparel miscellaneous Total
1967 - 4620 9255 8777 3197 2.585.8
1968 ¢ ; 726.0 1.0316 11528 400.5 33109
1969 . 5336 1.1408 1,520.0 4315 36259
1970 11260 11807 16942 4651 4.466.0
1971 . 18764 1.583.% 7.097.6 4238 59514
1972 1.942.1 16837 22259 384.4 6,236.2
1973 . 12153 14615 2,0898 358.0 51247
1974 . . 9256 12332 19368 31456 44102
1975 v 5553 9673 20768 2281 38215
1976 v 8213 14134 25711 326.0 51384
1977 1.0583 1.157.0 26213 3235 5,160.1

'First stage tariff reduction from Kennedy Round effective Jan. 1, 1968.
“Final stage tantf reduction from Kennedy Round effective Jan. 1, 1972.

Tariff concessions made during the Kennedy Round reduced tariffs over a five
year period and are considered by the sales yarn industry to have been more than
adequate. Unlike many of our trading partners, the United States did not replace
the tariff reductions with NTB'’s. The net effect of these reductions proved to be
more advantageous to our trading partners than to the United States in 1968, the
first year of the Kennedy Round Tariff reductions, texuie imports increased 28
percent. By the end of 1972, the last year of the reductions, textile imports increased
over the five year period by nearly 150 percent. Following tiie recession of 1974-75,
imports again flooded the U.S. market, and in the case of apparel reached an all-
time record high in both 1976 an 1977. One can only conclude from the record that
current tariffs do not prohibit access to the U.S. market.

Secondly, the sheer size and relative ease oi access to the U.E. market is a
constant attraction to countries seeking to expand their export markets, and/or
earn foreign currency. Because of their flexibility in adjusting market strategy and
the reluctancy of the United States to take corrective action, these countries can
move in and out of the U.S. market at will without fear of retaliation, regardless of
the injury caused to the domestic industry.

Finally, it would be unrealistic to further reduce textile tariffs at a time when the
domestic industry faces massive non-productive expenditures to meet EPA, OSHA,
CPSC and other costly government regulaticns. Neither does it make sense to
permit further erosion of jobs which are so hadly needed in the domestic economy.

Therefore, exemption of textiles and apparel from tariff reductions in the Tokyo
Round, as propsoed by the Holland-Broyhill Bill (H.R. 10853) is absolutely essential.

VIEWS OF COUNTERVAILING DUTY

Ina May, 1978, Department of Commerce bulletin, “M.i¢ilateral Trade Negctiat-
ing News,” it was pointed out that the United States was willing to comprouaise it's
countervailing duty statute in order to obtain agreement on international rules on
the use of subsidies and countervailing duties. The bulletin states:

“A consensus was reached on the basic outlines ¢f subsidy and countervailing
duty rules at a meeting held by representatives of the principal developed countries
in early April (1978). In broad terms, countries adhering to the rules will seek to
avoid causing prejudice to the iuterest of others by use of subsidies. Countries
affected by most export subsidy practices will not impose countervailing duties
except when subsidized tmports cause or threaten to cause injury to domestic produc-
ers.

In essence, this compromise guts the current countervailing duty statute by
requiring an injury test. The establishment of injury is subjective and generally too
closely related to international politica! considerations to effectively insure the
imposition of countervsiling duties against subsidized exports. The Congress wisely
recognized this in passage of the Trade Act of 1974 by setting a time limit on the
determination that subsidies exist and by limiting the waiver authority of the
Secretary of the Treasury to four years from the date of enactment of the Act (Title
II1, Section 331).

Our organization cpposes the addition of an injury test to the countervailing duty
statute on the grounds that an important element of control will be transferred
from the Congress to administrative decision makers. If it is the intent to eliminate
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subsidies in international trade, no exporting country should object to the imposi-
tion of a countervailing duty when the spirit of the MTN has been violated.

Fuirthermore, we recommend that the time limit provided for the Secretary of the
Treasury to complete the preliminary investigation be reduced from six months to
three months from the date a petition is received. Where the determination results
in a positive finding of aubsidy, the counterveiling duty should be immediately
imposed and continue in effect until such time as the subsidy is eliminated.

VIEWS ON GOVERNMENT PROCUREMENT

The maintenance of demestic production of essential military clothing is absolute-
ly necessary to our national security. In the area of government procurement, it is
important that military textile and apparel purchases no: be bargained away in the
MTN. Our association is aware of at least one foreign supplier who is already
preparing to enter the U.S. military uniform market, as will be noted from the
attached correspondence.

We are opposed to risking the loss of domestic textile and apparel production
essential to our national security by relaxing current rules on purchases of textile
and apparel by the military.

VIEWS ON NONTARIFF MEASURES

The institution of nontariff measures by our trading partners has traditionally
been limi‘ed only by the imagination of the foreign bureaucrats. As soon as one
such barne ¢ trace is negotiated away, another is instituted to take its place.
While this1 - zupposed to be a major element of the Kenneuy Round Negotiations,
the degree m success was negligible. We submit that the Tokyo Round wil! prove to
be equally unsuccessful in this area. The EEC, Japan and most other nations s'mply
ignore the rules when they have a domestic import problem.

Therefore, our association is unable to place much confidence in the theory that
export opportunities will increase significantly for our products through elimination
of nontariff barriers, particularly when the price to be paid is tariff reductions.

SUMMARY AND CONCLUSION

In conclusion, the sales yarn segment can see no advantages to be gained in the
way of increased opportunity (o improve its position in the export market of
sufficient value to justify the inevitable loss which would result from reduction in
tariffs on yarn or other textile an apparel products. Furthermore, there is no
evidence that current U.S. tariffs serve as a deterrent to countries wishing to export
textile and apparel products to the United States. The U.S. trade balance deficit in
these products has increased in everv year since 1966, except two, and through
April, 1978, was running at an annual rate of $3.2 billion.

We commend the action of Congressmen Ken Holland (D—S.C.) and James Broy-
hill (R—N.C.) in imroducing HR-10853, as well as the more than 170 other members
of the House who are co-sponsoring this legislation. It is encouraging to see the wide
geographic distribution of support fu. this bill from both sides of the aisle. We
sincerely hope it will result in an action which will preserve the jobs and viability of
the U.S. fiber/yarn/fabric/appatel complex.

Respectfully submitted,
WELSFORD F. BISHOPRIC,
President,
American Yarn Spinners Association, Inc.
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TABLE |- UNITED STATES IMPORTS, EXPORTS AD BALAN'E OF TRADE OF TEXTILE, SEMI-MANUFACTURERS, MANUFACTURES AND
APPAREL '-~CALENDAR YZARS 1967-1977 AND JANUARY-APRIL 1977 AND 1978

fIn millons of dolliars]

Trade

Year Exports imports balance
1967 L 6280 13991 -m.i
1968 - 6318 1.735.1 - 1,103.2
1969 . . 7133 20197 - 1.306 4
1970 o v v 7327 2.04.1 ~1,5420
1971 , S 1712 2,760.5 - 19893
1972 . . 9426 3.215.0 22124
1973, . B 1.392.8 3,496.6 -2103.8
1974 R 2,036.5 36925 —1656.0
1975 . . . 1.8733 3.5300 - 1656.7
1976.. . v 2,2894 48828 —2593.4
1977 S 2,381.4 2,459.5 --3078.1
January-Apnit 1977 . 821.0 1,053.3 - 7323
January-Apni 1978 I 7446 21,8205 2._1076.0

" Linoieum, apnarel of rubber or leather and clothing donatea ‘or charity are excluded. Beginning in 1968, glass fiber yarns, but not
glassphblers, are included In addition, textile exports may include some monofilaments.
? Preliminary

Mizuno BoEek: Ltp.,
Fukiai-Ku, Kobe 651, Japun.

DeAR Sirs: In Korea, we have one of the largest Sewing Factories in the Orient,
with close to 1,6(%) workers, making everything from yarn to weaving the cloth and
sewing all kinds of clothings.

In this Factory, we are making Shirts for the Army, Overalls for gasoline-stand
attendants and factory-hands in machinery making companies, Working Clothes for
farmers and construction workers, also Apparel for mountaineers, Winter-clothes,
Canvas and made-up dgoods made of canvas, etc., not only for Japen but for all other
coyntries in the world.

or your information, we have given technical guidance for the past twenty years
to bring this Factory to its present size and efficiency and up to now, we have
entrusted Japanese exporters to ship our products abroacd, but as their exploitation
made things difficult, we have decided to export directiy by ourselves.

We are also producing Safety Belts of all kinds, Ships’ Hatch Covers, Wire
Nettings of all size and mesh, Nettings made of yarn and also Helmets, Aside from
the above, we are also handling special type of Ships for the Navy and Maritime
Safety Agency. We are also making Machines and Tools required by the Army,
Navz and Air Force of different countries. Currently we are supplying merchandise
to the Defense Department, Goverament Offices, Railway Companies, Hospitals,
Steel Mills, Shipyards. Automobile and other large factories as well as Schools etc.

Moreover, upon request, we will be happy to send not only our catalegues but the
actual samples as well whizh we feel sure you will realize are morc competitive in
price than any others.

Furthermore, if you will send us your counter-aamples, we are prepared to match
the same in quality and to meet your requirements as regard the price. Of course, in
this case, the quantity must be sufficient for us to undertake the work. In any case,
we wish to assure you that we can mak- any kind of sewn-up article to your
specification.

As changes in manufacturing design and technique call for very secial skill, they
cannot be done in Korea and we are doing such work in Japan. However, please
note that our sewing work is highly reputed everywhere as being excellent and
equal to the goods made in Japan, if not hetter.

Because of the fine quality and competitive prices, large orders placed in Korea
are mostly coming to our company to be manufactured in our Factory.

As to our commercial standing kindly make inquiries to your Embassy in Japan
who will no uoubt be able to furnish you with all *h. necessary information.

If you tie up with us, we feel sure we can mutually enjoy profitable business for a
long time to come. Meanwhile, we hope to hear favorably from you very soon.

Yours faithfully,
M. Konpo, Manager.

P.S.—As foreign traders, our object for splendid development is to do business
eternally with partners ing fine knowledge, capability and practicability of
all goods for the future. We hope you are of the same spirit. Please reply.



226

MIZUHO BOEKI LIMITED (7,50 Vios

CAML L ADDMESS
FUYQO BUILOING 1-12 HACHIMANDOR) 4-LrHOME KOBE MIZUNO Rose

3 . TLL R PHON
§ URIALKL KOBE 651 JAR/. S e 230 A0, A04s

4044 4088

\TIGUE /WORK UNIFORMS g&.’ omsor

Camaufiage suits for commandos, poly ester 65%, cottun 35%
02 - - Parka for severe cold weather, nylon taffeta

03 Field jachet, combat  po'yester 95% cot on 35% A
04 - } atique uniform, cembat, 100% cottun sateen T A
01 - - - Khaki uniform, sumeer

(L/S) 100% cotton 1/3 drili
02 - - Khaki uniform, summer (5/$) tetror/rayon
01 - Work suits polyester 48% cotton $2% twill
04 -~ Ramenat. polyester 65% cotton 35%, W/R
08 - Re-n ity nylon taffeta W/R, Cire
06 o U ter wears

37 - - Socks
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MIZUHO BOEKI LIMITED 5.0 won

LAR E ADDRE S

FUYO BUILIING 1 12 HACHIMANDOR! 4-CHOME ROBEMIZUNG" ARG
¥ . PHON 2y

FUKIAILKLY KOYE €51 JAPAN 7_"' ;.;374:;10, TR,

4044 ¢ren

1CER’S
IFORMS

- Office unitorm (clas A),
100% wool elastique
eremonial uniform for
General, 100% wool
elastigue
Army officer uniform,
potyester/wool

- .- Navy officer uniform,
Polyester/wool

- Aar Force officer uni-
faorm, polyester/wool

S & HELMETS

Heot
Wainte: Cap
Servce Cap U S Type
Camoutiage Hat
Spurting Cap
BO Tangae Cap
n Senvice Cap tor General
® Servive Cap tor Officer
oo Service Cap for W AG.
Balostec et
Liner Helmet
oo Helmet for Armoured Troops

DM 607 A
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Mr. VaNik. The next witness is Mr. Robert J. Keefe, executive
director of the Cordage Institute.

STATEMENT OF ROBEKT J. KEEFE, EXECUTIVE DIRECTOR,
CORDAGE INSTITUTE

Mr. Keere. My name is Bob Keefe, executive director of the
?(c))g(sigge Institute. I am here today to voice our support of H.R.

The Cordage Institute is a nonprofit assc ciation of the principal
twine and rope manufacturers of the United States, who produce
approxiniately 85 percent of the total cordage produced in the
United States, and employing about 5,000 neople in 16 States. The
basic objective of our industry and institute is to maintain a viable
cordage industry to meet the Nation’s cordage requirements, agri-
cultural, industrial, maritime, and military. We have a concern for
tariff cuts, based on history. Since 1950, the U.S. cordage industry
has gone through a period in which imports of natural fiber rope
and twine, have gradually overtaken the U.S. market, and have
virtually destroyed the U.S. cordage manufacturing capability in
natural fiber, rope, and twine. '

In 1950 there were 22 companies producing natural fiber rope
from raw fiber, with approximately 95 percert of the U.S. market.
Today, there is one company producing such rope from raw fiber.

A similar situation has developed over the years in the natural
fiber farm and industrial twine market. In 1550 there were 15
companies producing hard fiber farm twine used by the American
farmers. In 1951 the duty was removed from imported sisal farm
twine. Today there is only one manufacturer still producing such
twine in the United States. The U.S. manufacturers’ share of that
market has dropped from 85 percent in 1950 to 8 percent in 1976.
We are greatly concerned lest history repeat itself in the synthetic
fiber cordage business.

We are now facing an ever-increasing level of imports of synthet-
ic cordage, which if allowed to continue, will result in a general
weakening of the industry, and a repeat of the demise of the
natural fiber cordage industry. The American cordage manufactur-
ers face much greater Government regulations and workplace
safety regulations under OSHA. Toxic substance control, product
liability, and energy legislation are adding to our competitive bur-
dens, as are air, noise and water pollution abatement. While the
cordage industry recognizes and supports the needs for the quality-
of-life goals, we are facing these added costs to the detriment of our
competitive situation. We pray that this subcommittee, and ulti-
mately the Congress, will be responsive to the changing needs and
realities of the trading situation.

It is for these reasons that we join today with the textile indus-
try and labor to urge your prompt and favorable consideration of
H.R. 10583. Thank you, sir.

[The prepared statement follows:]

STATEMENT OF RoOBERT J. KEEFE, EXEcuTivE DIRECTOR, CORDAGE INSTITUTE

My name is Bob Keefe and I am executive director of the Cordage Institute
located here in Washington. I am here today to voice our support of legislation
introduced hy Congressman Holland and others which provides e:emption to textile

[
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and textile products from tariff reductions in the current ‘‘Tokyo round” talks
underway in Geneva.

The Cordage Institute is a nonprofit association of principal twine and ro
manufacturers of the United States who produce approximately 85 percent of the
total cordage produced in the United States employing about 5,000 people in 16
Stater. Sales for 1977 were 62.7 million pounds of rope and twine. A list of members
is atcached to our statement.

The Cordage Institute has by necessity maintained a philosophy on international
trade that strongly encourages and suyports fair trade—by necessity since natural
fibers for rope are not grown in the United States but are imported as baled raw
filter or yarn and processed into finished products. It is of vital interest to the
Netion that we maintain a solid manufacturing base in the United States for the

roduction of all ?'pes of rope and twine, both natural fiber and man-made fiber.

e basic object of our institute is to retain a viable cordage industry to meet the
Nation’s cordage requirements—agricultural, industrial, maritime and military.

Since 19. ), the U.S. cordage industry has gone through a period in which imports
of natural fiber xgre and twine have gradually overtaken the U.S. market and gxoave
virtually destro the U.S. cordage manufacturing capability in natural fiber rope
and twine. In 1950 there were 22 companies groducing natural fiber rope from raw
fiber with approximately 95 percent of the U.S. market. Today there is one company
producing such rope from raw fiber. A similar situation has developed over the
years in the natural fiber farm and industrial twine market. For example, in 1950
there were 15 companies producing hard fiber farm twine used by American farm-
ers. In 1951, the duly was removed from imported sisal farm twine and today only
one manufacturer stil; produces such twine in the United States. The U.S. manufac-
turers’ share of that market has dro Yed from 85 percent in 1950 to 8 percent in
1976. Attachment A, B, and C are tables summarizing what has happened to U.S.
natural fiber cordage production from 1950 to 1976.

b We are greatly concerned lest such a history repeat itself in the synthetic cordage
usiness.

During World War II, when the manila, and sisal, and other natural fibers for
cordage were impossible to obtain, the American cordage industry pioneered the
substitution of synthetic fiber for natural fiber. And so, for the first time in the
history of the U.S. cordage industry, the oldest industry in the United States, the
development of suitable man-made fibers for cordage products can eliminate total
reVance on offshore sources for either raw materials or finished products. The
« ction of the industry is clearly one of greater and greater use of man-made
fiL_rs, for there the future of the domestic cordage industry lies.

We are now facing an ever-increasing level of imports of synthetic cordage which
if ailowed to continue will result in a general weakening of the industry and a
repeat of the de.nise of the natural fiber cordage industry.

A look at imports of just one item of synthetic cordage—stranded rope from the
Republic of Korea—would give anyone cause for alarm. In 1973, imports of this
single item from Korea were 28,518 pounds. In 1977, the poundage had increased to
1,365,923 pounds, an increase of over 4600 percent. Korean imports of stranded
synthetic rope, as a percentage of all suca imports, have also been increasing
rapidly—from 4.5 percent in 1973 to 66 percent in 1977 (see attachment D).

w material costs alone in the United States run close to the landed cost of
polyprolene rope. Polyprolene resin is a basic petrochemical and our American
petrochemical industry is the most efficient in the world. But i.. Korea, it is
produced by a Government-owned plant and so the free murx<. supply-demand
relationships are averted.

We as an industry do not believe in protecting inefficiency anc¢ ‘ve look forward to
continuing competition—as long as everyone is playing by the san,. rules. But today
not everyone is playing by the same rules, and more importantly, the rules them-
selves are outdated.

American cordage manufacturers face much greatr Government regulation.
Workplace safety regulations under OSHA, toxic substance controls, product liabili-
ty, and energy legislation are adding to our competitive burdens—as are air, noise,
and water pollution abatement. While the cordage industry recognizes and supports
the need for quality of life goals, we are facing these added costs to the detriment of
our competitive position.

We pray that this subcommittee, and ultimately the Congress, will be responsive
to the changing realities of trade.

If the import duty is reduced or eliminated on synthetic cordage, the American
market will be flooged with imports, new domestic expansion will cease, and some
present manufacturing capability will be abandoned. The result will be in.reased
unemployment, increased outflow of dollurs and increased reliance on forei
sources of supply. The virtual destruction of the natural fiber cordage industry will
be repeated in the synthetic cordage industry.
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CORDAGE INSTITUTE

1050 17 STREET, N.W,, SUITE 680
WASHINGTON, D.C. 20036

TELEPHONE:
(202) 8570001

REGULAR MEMBERS

American Cotton yarns, Inc.
240 Shore Drive
Hinsdale, Illinois 60521
(312) 654-3600

American Manufacturing Co,, Inc.
P.O. Box 631

Honesdale, Pennsylvania
(717) 253-5860

18421

Jafayette Rope Division
F.0, Box 52125 - 0il Center
Lafayette, Louisiana 70505
(318) 837-9241

Artcraft Braid Company

39 Manton Avenue

Providence, Rhode Island 02909
(401) 831-9077

Blue Mountain Industries
Blue Mountain, Alabama

(205) 237-9461

Bridon Cordage, Inc.
909 1lsth Street
Albart Lea, Minnesota
(507) 377-1601

36201

56007

prownell § Company, Inc.
Main Street

Moodus, Connecticut 06469
(203) 873-8625

Cavnar-Johnson Cordage Co., Inc.
P.O. Box 36

Prattville, Alabama 36067
(205) 365-5416

The Cordage Group
Div. of Columbian Rope Company

Columbian Drive
Auburn, New York
(315) 253-3221

13021

MEMBERS OF THE CORDAGE INSTITUTE

Exxon Chemical Company U.S.n.
Twine Division

P.0. Box 3272
douston, Texas
(713) 656-0139

77001

The Hooven and Allison Company
P.O. Box 340
Xenia, Chio
(S13) 372-4421

Jackson Rope Company
Div. of Tubbs Cordage Company

P.O. Box 557
Reading, Pennsylvania
(215) 376-6761

45385

19603

th Co ra
P.0. Box G-825
New Bedford, Massachusetts
(617) 995-2626

n

02742

Lehigh Cordage

1929 Vultee Street
Allentown, Pennsylvania
(215) 797-6470

18105

New England FRopes, Inc.
Popes Island

New Bedford, Massachusetts
(617) 999-2351

02740

Nova ucts
P.O. Box 116
Carrollton, Georgia 30117
(404) 832-9086

Inc.

Samson Ocean Systems, Inc.
99 High Street
Boston, Massachusetts
(617) 426-6550

02110



REGULAR MEMBERS continued

nsh rda ration
7250 N.W. 41st Street
Miani, Florida 33166

(305 $92-3750

rdage
P.O. Box 7986
San Frencisco, California 94120
(415) 495-7155

Wall Industries, Inc.
Railroad Avenue

Beverly, New Jersey 08010
(609) 877-1800

ECIAL
Canada Western Cordage Co,, [td.

100-909 Beach Avenue
vVancouver, B.C., Canada V6Z 1E2
(604) 681-3154

rdage itute of nada
1080 Beaver Hall Hill, Suite 1002
Montreal, Quebec, Canada H2Z 1T6
(514) 866-2081

poon Jwines, Limited
P.O. Box 158

Xitchener, Ontario, Canada N2G 3Y2

(519) 745-7391

AFFILIATE MEMBER

rdemex S, A, de C
Apartado Postal 1
Cordemex, Yucatan, Mexico
2-01-00

ON- ONTRIBUT IN

Badger Cordage Mills, Inc.
193 North Broadway
Milwaukee, Wisconsin
(414) 271-2569

$3202
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ATISTICAL DATA

Wellington Purita 1 ne.
P.O. Box 244
30650

Madison, Georgia
(404) 342-1916

Yale Cordage, Inc.

0ld Sparhawk Mill, Box 27
Yarmouth, Maine 0409
(207) 846-9048

elph Twines, Limited
S0 Crimea Street, P.0. Box 125

Guelph, Ontario, Canada N1H 6J6
(519) 821-9140

Poli-Twine Corporation, Limited
180 Bethridge Road

Rexdale, Ontarioc, Canada M9W 1N3
(416) 745-9990

Internstional Harvester Co
Agricultural/Industrial Equipment Div.

P.O. Box 15285
New Orleans, Louisiana 70115
(504) 899-5651

May 1978



232

JINIIISNI IOVAI0D

xead eyl siaodut

OU I0 ,a3430, Ui PIPNTOUl,

T°0S 2°9S €°¢S L°S9 O0°€L L°6L 18 Z°°8 Z°L8 6°68 0°Z6 1°€C 0°%6 L°€6 saaonpoad *S°n
- IIEN "S°N X

6°6b 8°Cv L°Zv §°vE 0°LZ £°0Z 9'8T B8°¢T 8°2ZT T'TIT 08 6'9 0L ¢€£°9 syaodwy
-~ INIEH S N%

T°St 9°6v 2°2S 9°€S 0°S9 2°6L 0°0L T°SL 2Z°lL 6°76 B°0TC T°0€ 8°LIT S°SIT (g + v)
Iae "S°Nn TeIol

€°ZZ 6°LZ 6'6Z 2°ST v'Lv T°§9 0°LS L°H9 €°.9 9°28 6°T0T 6°€8 9°60T Z'80T saaonpoad
*S'n Te30l (d)
s z z z z z z* € € € v° 9° 9° 0°T $aTeS UOSTad
1°2Z L'tz L°6Z 0°SE Z°Lv 6°29 8°95 v°¥9 0°L9 ¢£°28 S°T0T £°€8 0°601 z°L0T §aTeS TPTOIMWOD
S33N00ad _'S' N
S§°Zz L'tz £°zZZ v°8T 9°¢(T T'9T O°ST ¢+°'0T 6°6 €0l 6°8 2°9 28 ¢€°L syaodwr 1PI0L (V)
ST 8 8¢ L& St S¢ L1 st #t1 61 6 9t 't .1 T340
T°¢ 8°0T €£°0T 8°S 8°9 T°9 £t £°¢ S°¢ 0°¢ g2 1°2 [ 4 €1 ODY XM
T s $°z 0'¢ 8T 8T 21 ¢ ' » » » . . 1ebniaod
82T 96 89 6°S S°S ('S 8§ TS 9v ¢S S§S ST v € orignday aurddyTryd
SIMDdWT
9761 tL61 26T OL6T BI6T 996T vI96T 96T 0961 BS6T 9961 561 ZS61 0561 3dano$

(*SQT UOTTTTW IT S3Tun)
I3qrd paeq
adod

¥ Juawyoely



&

JINLILSNI JIINTAD

wa3YI0y UT PIPNTOUL 4

1'8 8'8 9'6 T'CL £°IT B'ST 2°vZ 2Z'vz 8°2z 0°9Z S°82 0'6f H°vS S°L9 T°ss saaonpoad *S°N
: IV "S°N %

6°T6 Z'16 v'06 6°26 (°88 2'v¥8 8°SL 8°SL Z°LL O°vL S'TL 0°T9 9°St S°Zg 6°¢T ‘s3xodwy
N TN "S°N %

v SHZ 5°26T 6°S95 B°66Z 2°9L2 T°TOE L'8vs T°80F 8°8SE §°8LZ £°STE 9°tLZ S°08Z 8°6€Z L7412 (q + v)
IMIEN "5°N TPIol

0°0Z 6°9T T'St £'1z 2'Tf v'Lb bv'v8 9°v.L S'18 2°ZL 2'06 £°(OT 9°2ST 0°29T L°281 sJadnpes3

*s'n itiol (89)
4] 0 0 1 0¢v 9L O00vl ZIL 2 SL 0°9T Z'¢T 0°9T 6791 0'8T 7°1¢ sates uostad
0°0Z 6°9T T°S§ 0°0Z 'Lz 8°6€ ¥°0L v'€9 €799 2°95 0°9¢ €£°T6 (°SET 0"vvT S°T9T saTes TPTOIUMO)
Sdgonpodd 'S N

97622 0 9LT B 05 5 BLZ 0°GbZ L 852 £ ¥IC G 8¢ £ LLZ € 90¢ 1°G2¢ £ 291 67421 B LL 072t §330du] (P30l (¥)
927 L°9¢ 0°L8 208 v 95 0°0L 9Lv 8 Lv L 65 9°05 9°¢2 00y S'6T T'9 ¢TI 12430
v°0 9°6 8°6T #°ST S°'ST £°81 ¢£°6 » * ™ . » » * » eruepzue],
$°8T S°ZE 6°9L €£°vb T°Zy 0°Br 8Ly Z°9F £°9¢ £°H1 " % . » » Tebnizod
s* v'8  Z'TIT T°TZ 6°SZ S°Of 9°€E€ 6°TZ 9°2Z 6°9T £°LZ L°TZ 2°91 0°2 » SpUPTJIdYIaN
1°08 S'LE 9°vS (L°LZ ¥°ST 0°vT 8°¢t1 » . » . » » » » Trzeag
Z°F9 L°0S S'6L 2Z°SB 9°S9 L°'vS 8°SL 0°2Z0T T'v€T £°SOT 8°60T 0°8L S'€9 S'6E 6°¢T O0DTX3H
T 9° 8°T 9°9 0°t¢T 2°8T ¢®'Lf 9°SZ 9°vZ 8°0Z ¥'vT 9°tz L'8z T'0f 891 epeur)
STIINI
9C6T GLET PLE61 ZLBT O0L6l 8961 9961 96T 2961 0961 8961 96T vS6T 2ZS6T 0561 35anos

(*sqT uUOTIYTW uT S2TUN)

13qTi paed
ANIML THRINITNOTAOY

-4 udunyoelay



JINLILSNI JOVTID

+aedk 1ey3y s3zoduy ou JO ,IIYIWy UF PIPNTOUI.

0'.T 9°0T 8°6 2°0T 9°11 ¢L°L1 Z'18 v'3¢ 9°0t <ps B'2v L°gv £°1S 0°2S Saoonpoad '
aaew "s'n ¥

0'06 ¥ €& 2°06 £°68 ¢v°88 £°28 8°89 9°TIL v°69 S°S9 2°LS £°9§5 ('8P 0°8b s3aoduy
oI *S°N %

0°'81 v iz L1 C°T1¢ 0°'8g OLy L°0S T1°29 €°LS B8°'vS 1°¢S 9°L¥y €°9¢ 8°99 G...ﬁ.
INIEN *S°N Te30)

T &z Tf bv¢ vv £3 66l 9.1 LT 06T T'€e P'0Z 9 B8L 8 Sf $3190npOad
*s°n teiol (4)
z° EN 8" 8’ [15h ¢ 0°'T 8 8° 2’ L' 9° [ [ 8° sates COmﬁm
9'1 §'z €'¢ 9 vg f£¢ 08T 89T 891 £°81 S°T¢ €°0Z Z'8T 0°SE saTeS TPYOIuM0)
TIINA0E S' 1
2°91 S°vT 9°gy £°8 9°tt L'BE 6 ¥ S vv B°6% 8°6¢ 0O 1t 8°9¢ L°(L1 0°¢s s3Jd0dwl (P30L (€))
[ 1 21 ot 81 81 91T Tt £t 9v ¢§f o1 8 0°¢ B0
S°t L'z L°0T L°2T 8°¢T ¢°81 2°IT T'0T 6°S z°Z » » » » 1ebnixod
» » . . . . » ™ ™ ™ » ™ . ¢ epeued
2ozl £°0z 4°9T 9°vt 0°8T L°8T T'ZZ €1 9°0f 0762 3°.T 5°%2 6°9T 6°92 OO XM
SIDan1

.

STET $LET 2L6T 061 8961 9961 vI6T 2961 096T B8S6T 9561 ¥S61 2561 0561 90JN0S

D uswYOrIIW

(*$qT UOTTTTW UT SIFum)

J3qrd PIvH
INIML TVI¥ISNANI



235

Attachment D

IMPORTS OF MAN-MADE FIBIR COPDAGE
OF STRANDED CONSTRUCTiON
(TSUS 316.6020)

1973 - 1977
(In Pounds)
XOREA
Year TOTAL IMPORTS IMPORTS rROM KOREA AS A X OF TOTAL_
1973 633,935 28,518 4.5
1974 492,120 106,778 21.7
1975 1,527,264 216,118 14,2
1976 1,442,960 889,966 61.7
1977 2,080,077 1,365,923 65.67

Source: National Technical Information Service, U.S. Department of
Commerce
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Mr. VaNik. Thank you very much.
The next witness will he Mr. Maurice H. Winger, chairman of
the Man-Made Fiber Producers Association.

STATEMENT OF MAURICE H. WINGER, JR., CHAIRMAN, MAN.
MADE FIBER PRODUCERS ASSOCIATION

Mr. WiNGER. Mr. Chairman, I am Maurice H. Winger, and I am
president of the American Enka Co. However, I am here today in
my capecity as chairman of the Man-Made Fiber Producers Associ-
ation. Nur association represents member companies which manu-
facture more than 90 percent of the manmade fibers produced in
this country. Manmade fibers, in turn, account for 73 percent of all
fibers consumed by American textile mills.

We are most pleased to have the opportunity to appear here
today in support of H.R. 10853. We believe the fact that 168 Mem-
bers of the House of Representatives have cosponsored this bill
clearly indicates the breadth of support it enjoys. We are grateful
for that support, and we are grateful to you, Mr. Chairman, for
arranging this hearing today.

We are in full support of the statement made by industry and
labor spokesmen, and we share the concern which has been ex-
pressed in the proposed reductions in fiber textile and apparel
tariffs which the administration has made in Geneva. We are
convinced these proposed duty reductions would have a devastating
impact on the American textile, fiber and apparel industry and its
2% million employees.

Mr. Chairman, duties are necessary and important safeguards
for every segment of our broad industry. They are essentially the
only form of defense which the U.S. fiber industry has against
excessive imports from Asia and Europe. Manmade fibers are in-
cluded under the MFA. However, it should be pointed out that nnly
a few yarn categories have been included in some of the bilaterals.
It should also be pointed out that bilateral agreements have not
been concluded with European countries and, in addition, the
United States under the present agreement has no specific quanti-
tative restrictions on manmade fiber and yarn exports from Japan,
whereas Western Europe and Japan are major suppliers of yarn
and fiber to the U.S. market. Even if specific ceilings were set on
manmade fiber imports, we have no guarantee that the present
Multifiber Arrangement will be renewed when it terminates in 4
years.

If tariffs are reduced, exporting countries, and especially coun-
tries with low wage rates, will be encouraged to export greater

uantities of fiber and textile products into the United States.
untries that are not covered under the bilateral agreements will
have an additional advantage.

This lack of quantitative restrictions makes the retention of our
tariffs all the more important when one examines the state of the
worldwide fibers business. Fiber producers throughout the world
have operated at marginal or unprofitable levels in recent years
because of the excess capacity. World capacity for noncellulosic
fibers, such as nylon and polyester, will be more than 28 billion

unds this year, and that figure is 50 percent greater than the 19

illion pounds produced in 1976. Excess capacity forces prices



237

down, and it is when prices are at depressed levels that tariffs help
to deter excessive imports and provide nominal protection to do-
mestic industry.

Our domest:r manmade fiber industry cannot be expected to
compete with imports which are unfairly priced below manufactur-
ing costs or below the prevailing prices in the country of origin, or
which are subsidized by other governments. Many oftshore produc-
ers are required by law or regulation {0 maintain high production
rates. These producers must sell {iber at whatever price it will
bring and wherever a market can be developed. All too often, the
United States has been the market of opportunity for this unfairly
priced forced production.

The traditional remedy for these practices is the filing of anti-
dumping or countervailing duty petitioas. Our members have filed
nine such cases within the last 15 months, and seven of these
petitions still are under study at the Treasury Department or the
International Trade Commission. However, U.S. antidumping and
countervailing duty laws are of dubious effectiveness. Not one of
these cases has as yet resulied in any fines, and only current duties
stand between our industry and an increasing onslaught of unfair-
ly priced fiber. Our association recently submitted a statement to
this subcommittee regarding needed changes in existing laws. and
we hope that the committee will implement legislation providing
more equitable procedures.

We are confident that a worldwide reduction in manmade fiber
tariffs would not result in increased exports of our products. Other
countries might be willing to lower tariffs, but in most cases they
have offsetting nontariff barriers which would nullify any addition-
al trade advantages. Nor do we believe that it would be wise or
prudent to trade off American tariffs for elimination of nontariff
barriers imposed by other countries. History has proven that vari-
ations of nontariff barriers are infinite and those bargained away
would quickly be replaced by clever new ones.

It has been reported that the American offer in Geneva calls for
greater tariff reductions on textile mill products, including yarn,
than on apparel, apparently because of the recent small trade
surplus in textile mills in 1977. Aside from the fact that this
surplus turned into a deficit this year, this logic fails to take into
account the many millions of pounds of textile mill products which
enter this country ia the form of apparel. Each of these pounds
imported as apparel displac.'s a pound of yarn and fabric that an
American firm could have sold to the apparel industry. It also
should be pointed out that a tariff reduction on yarn and fabric
would allow the tremendous world overcapacity in these products
to be turned on the U.S. market. In no time that small trade
surplus in textiles and fibers would become a substantial deficit.

In summary, we believe it is absolutely essential to maintain
current duties on manmade fiber and all textile products. We
believe passage of H.R. 10853 is the best method of achieving that
objective. We urge its adoption.

}I‘hank you very much for the opportunity to be here today.

Mr. VaNIK. Thank you very much.

Our next witness is Mr. Irving Kaplow, chairman of the board of
the Textile Distributors Association.

3285 O - 78 -18
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STATEMENT OF IRVING KAPLOW, CHAIRMAN OF THE BOARD,
TEXTILE DISTRIBUTORS ASTOCIATION, INC.

Mr. KarLow. My name is Irving Kapiow. I am president of the
Greige Goods Division of Reeves Brothers, Inc., and aggear before
;i"ou this morning in my capacity as chairman of the board of the

extile Distributors Association, Inc.

We appreciate the opportunity which this House of Representa-
tives subcommittee has offered our association in permitting us to
?\618115113& this statement in support of the Holland-Broyhill bill (H.R.

).

The Textile Distributors Association is the marketing trade asso-
ciation for those companies involved in the distribution of finished
apparel fabric to the apparel manufacturing and retail trades. Our
membership consists of approximately 180 companies, with individ-
ual sales volume ranging from less than $1 million annually to
well over $100 million. This association takes pride in representing
both small and large business.

I am accompanied by J. Wallace Kaine, our executive director.

Here are five hard facts which Kou gentlemen must accept as
axiomatic in your deliberations on the Holland-Broyhill -bill:

1. An increase in textile and apparel imports is also an increase
in unemployment with concomitant welfare costs and the major
intangible costs which result from an enlarged poverty segment of

society.

2. ’l}’,he textile and apparel industry is basically small business.
The largest manufacturer of textiles produces less than 7 percent
of our total production. The average producer is relatively small,
and this is even more true in the apparel industry. Small business
in our industry represents a bastion of our industrial democracy,
but will be the first business victim of increased imports and tariff
reductions.

3. The textile industry resources will be crucially taxed in order
to comply with various recent regulations relating to OSHA and
environmental control. It is likely that dust aaxd noise control a! ne
will require annual investments in excess of the total annual profit
of this industry. Significant reductions in our tariff structure will
make it almost impossible for our industry to make these major
new investments.

4. The apparel industry represents major employment opportuni-
ties for minority population cities, suich as New York and Los
Angeles. There is no doubt that the loss of jobs in these industries
in New York, for example, has contributed seriously to its financial
crisis. Tariff reductions on textiles and apparel would undoubtedly
lose jobs in New York and Los Angeles where minority groups
need stepping stones in order to become secure members of our
society. Furthermore, in other geographical areas, including almost
every State in the Union, about 80 percent of textile and apparel
workers are women and/or blacks and/or Hispanic people for
whom such employment c:}%portunities represent security.

5. Advocates of tariff reduction inaintain that imports represent
an anti-inflationary influence. We are not aware of any definitive
studies which so prove. On the other hand, there is very good
evidence that the retail establishnient sells import products at the
same price level as domestic products, realizing as much as two to
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three times the mark-on. We trust that we will not be misunder-
stood on this score. Profits are very important, but let us clearly
understand that imports are a good profitmaker and not a signifi-
cant factor in reducing the consumer’s cost of living.

We complete this testimony by asking that the House of Repre-
sentatives contemplate whether there is a secure place in our
society for the less skilled, the minority zroups as women, blacks,
and Hispanics, or whether such Americans become permanent
members of a welfare class. If this country should reduce tariffs on
textiles and apparel products, we will hurt these workers and we
will hurt small as well as big business at a time when we need ail
our resources to maintain vur market share.

Accorcingly, for all of these reasons the Textile Distributors
Association strongly supports the passage of H.R. 10853, and we
thank you very much for this opportunity to so testify.

[The prepared statement follows:]

STATEMENT OF IRVING KarPLow, CHAIRMAN OF THE BOARD, TEXTILE DISTRIBUTORS
AssocCIATION, INC.

My name is Irving Kaplow. | am President of the Greige Goods Division of Reeves
Brothers, Inc., and aprear before you this mornirg in my capacity as Chairman of
the Board of the Textile Distributors Association, Inc

We appreciate the opportunity which this House of Representatives
sub-committee has offered cur association in permitting us to submit this statcment
in supporting of the Holland-Broyhill bill (H.R. 10853).

The Textile Distributors Association is the marketing trade association tur those
companies involved in the distribution of finishing apparel fabric to the uapparel
manufacturing and retail trades. Qur membership consists of approximatery 180
companies, with individual sales volume ranging from less than one million annual-
ly to well over one hundred million. This association takes pride in representing
both small and large business.

The textile and apparel industry in the United States is already an endangered
species, even prior to contemplated tariff reductions no being negotiated by our
(.{)oe:ernment. ile it is true that the Multi-Fiber Arrangement and the bi-lateral
agreements limit imports, such import growth, nevertheless, is more rapid than the
growth of our domestic industry. At the present time, imported apparel accounts for
something in the area of 30 percent of all apparel sold in the United States. At the
current rate of growth, imports will account for 60 percent of market-share in 10
years.

Furthermore, it is important to point out that major areas of textile and apparel
production, like the European Common Market countries and the People’s Republic
of China, have no bi-lateral agreements with the United States.

Reductions of tariff duties, reported to be contemplated in the area of as much as
60 percent will make the American market a desirable sales target for these
countries as well as other countries who have unfilled quotas under the bi-laterals.
Thus, a major increase in textile and apparel imports is absolutely predictable from
two categories of producing countries if our Government suhjects textile and apparel
products to tariff reductions.

Here are five hard facts which you gentlemen must accept as axiomatic in your
deliberations on the Holland-Broyhill bill:

1. An increase in textile and apparel imports is also an increase in unemployment
with concemitarnt welfare costs and the major intangible costs which result from an
enlar%ﬁd poverty segment of society.

2. The textile and apparel industry is basically a small business. The larﬁt
manufacturer of textiles produces less than 7 percent of our total production. The
average producer is relatively small and this is even more true in the apparel
industry. Small business in our industry represents a bastion of our industrial
democracy but will be the first business victims of increased imports and tariff
reductions.

3. The textile industry resources will be crucially taxes in oider to comply with
various recent regulations relating to OSHA and environmental control. It is likely
that dust and noise control alon: will require annual investments in excess of the
total annual profit of this industry. Significant reductions in our tariff structure
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will n:ak= it almost impossible for our industry to make these major new invest-
ments.

4. The apparel industry reg::sents major employment opportunities for minority
population cities, such as New York and Los Angeles. There is no doubt that the
less of jobs in these industries in New York, for example, has contributed seriously
to its financial crisis. Tariff reductions on textiles and apparel would undoubtedly
lose jobs in New York and Los Angeles where minority groups need steppings stones
in order to become secure members of our society. Furthermore, in other geographi-
cal areas, including almost every State in the Union, about 80 percent of textile and
apparel workers are women and/or blacks and/or Hispanic people for whom such
employment opportunities represent security.

5. Advocates of tariff reduction maintain that imports represent an anti-inflation-
ary influence. We are not aware of any definitive studies which so prove. On the
other hand, there is very good evidence that the retail establishment sells import
products at the same level as domestic products, realizing as much as two to three
times the mark on. We trust that we will iiot be misunderstood on this score. Profits
are important but let us clearly understand that imports are a good profit maker
and not a significant factor in reducing the consumer’s cost of living.

We complete this testimony by asking that the House of Representatives contem-
plate whether there is a secure place in our society for the less skilled, the minority
groups as women, blacks and Hispanics or whether such Americans become perma-
nent members of a welfare class. If this country should reduce tariffs on textitles
and apparel products, we will hurt these workers and we will hurt small as well as
b}i)g business at a time when we need all our resources to maintain our market
share.

We urge this subcommittee and, in turn, the full committee and the House of
Representatives to pass the Holland-Broyhill hill and with the Senate, to pass it
overwhelmingly in such numbers as to preclude a Presidential veto.

Thank you for this opportunity to testify.

Mr. VaNik. Thank you very much.

We will also without objection include in the report, in the
statement of the committee, the exhibits that have been submitted
in poster form. I think those are very informative.

It is interesting how government agencies and the industry can
come to different forms of charts. There ought to be some rules or
truth-in-charting laws that would disclose the essential information
very properly.

I would iike to address a question first to Mr. Small. We read
your annual report. Dan River International eppears to be one of
vour operations. Could you describe your export activities and
whether you note an improvement in export potential as a result of
the weakening dollar?

Mr. SMALL. Mr. Vanik, thank you very much.

Mr. VaNik. My next question is where are we when the dollar
strengthens up? Go ahead. First tell me about whether you have
noticed anything with respect to the weakened nature of the dollar.

Mr. SMALL. I would like to say that in our export sales we have
had an international sales division for some 30 years, and for the
last 5 years almost without exception the dollar sales have gone
down. In the first 5 months of this year, our dollar international
sales are off 11 percent, and we have no sales or practically no
sales to any of the lesser developed countries. Qur sales are primar-
ily to the European Economic Community, and we found that the
rules of origin and special cutting agreements which they have
effected with certain Mediterranean countries have seriously im-
pacted the amount of sales that we have been able to effect into
the European community.

As far as Japan is concerned, with the exception of one year,
1972, when there was a relaxation, apparently, of their cartel
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agreements, we did make certain imports to Je.pan, since that time
we have been able to ship not one yard inty Japan, and I do not
know what my colleagues have been able to do, but I doubt if they
have shipped very much, because Japanese imports represent less
than 5 percent from the United States of what they export to the
United States.

Mr. VANIK. Alsn, in your annual report you state that Dan River
entered 1978 with its unfilled orders position substantially ahead of
a year ago. “Most markets for products appear promising. With
coritinued support of our employees and stockholders we intend to
make 1978 a good year.”

Is that prediction holding true? Are your earnings ahead or
behind where you were last year at this time?

Mr. SmaALL. Our earnings in the first quarter or this year were
substantially less than they were last year. Qur earnings, just as
an accurate record, were 57 cents a share in the first quarter of
1977, and they are 26 cents a share in the first quarter of 197%.

Mr. VaNik. There is great concern about the industry over the
. costs imposed by OSHA and EPA. Yet I notice in your annual
report that $5.5 million of your 1978 capital spending plans of $24
million will be devoted to such expenditures. While this is a heavy
burden, it is not as high as we were often led to believe it might be.
What do you expect the Government mandate of capital expendi-
tures will be in the next few years?

Mr. SmaLL. This is a very timely question for Dan River in
particular, and I speak for mgocompany. On Friday this past week
we issued a pollution control bond in the amount of $3.5 million, in
order to take care of smoke abatement in just one of our stacks. I
might say that we spent some $1 million on this particular stack in
1973, in order to meet the 1971 standards. The 1971 standard was
changed in 1974, and now for just this one stack of emissions we
are spending $3.5 million to meet the changed 1974 standard. . nd
if the dust standards stand, there is no telling. It has been estimat-
ed anywhere from $1.6 billion to $2.6 billion, but technology is not
available today i0o meet the present dust standards, and I have no
idea, but it would be astronomical to meet the standards that have
been imposed upon the textile industry.

Mr. Vanik. We have our distinguished colleague, Mr. Joe Wag-
gonner. We would be pleased to have you sit and participate with
us, and come up with any questions you have, Mr. Waggonner.

I read an article last week that stirred me up rather extensively.
It dealt with the tremendous added costs of American production
for export, the disadvantage in competition that we have, by per-
mitting imports to come in with industries that do not have to
comply with these OSHA and EPA standards. From what you
know about foreign production, what level or what stage of the
game are they in, 1n complying with EPA standards or with
OSHA? This is really an unfair competitive advantage. We insist
on yocu being clean, and then we import goods that are made in
dirty factories. It seems to me this is one of the things we ought to
do something about. We have totally ignored this. Our colleague
Morris Udall introduced a bill that directed this first to my atten-
tion, related to the importation of some minerals that competed
with his domestic industry, which has tremendous production costs,
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because of compliance with these very necessary and important
laws. What is the state of the art of OSHA and the art of EPA
among our producing partners in the world?

Mr. SmMALL. Mr. Chairman, with your permission, I would like to
call on my colleague, Mr. Klopman, president of Burlington Indus-
tries, who has more extensive information, and with your permis-
sion | would like for him to answer that question .

Mr. KropmaN. Thank you, Mr. Small. I do net know that we
have any real hard facts on that, Congressman Vanik, but I think I
might have read the same article you did, which in essence said
that the less-developed countries were going to forget the problems
of pollution for the time being, until they solved other problems in
their countries. In the areas where we operate, factories outside of
the United States, I would say that OSHA-type requirements and
EPA requirements are negligible.

Mr. Vanik. [ saw some plants myself in Hong Kong, and in
Taiwan, and it seemed to me, I must say, at least the plants that [
saw seemed to be making some degree of controlling the environ-
ment and protecting it. I do not know whether I saw everything; I
could not have.

Mr. KropMaAN. True. I do not mean to question what you saw,
but a lot of these things have to be measured; the amount of dust
that comes out of a stack sometimes is very difficult to see. You
can go through many plants where cotton is processed, £nd they
will look very clean, but will not come close to meeting the new
standards that have been promulgated.

Mr. Vanik. If you were to arrive at a figure of added costs
related to the average foreign producer, stemming from OSHA and
EPA, what could you arrive at as a percent of cost? What is the
variatior:?

Mr. KropMmaN. I would like to try and answer that in another
way, and make it a little bit more personal. In our own company in
the last 4 years we have spent $120 million on OSHA require-
ments, and the ongoing cost is some $15 million to $18 million a
year.

Mr. Vanik. If you can, relate that to the iotal cost of production.
Perhaps you can do that for the record. I know you should not
have expected this line of questioning, but I would appreciate it if
anyone on the panel could add to the record and provide us some
information as to this OSHA/EPA cost as a percent of production.

Mr. SmaLL. Mr. Chairman, could we provide additional informa-
tion for the record at a later date o.. this matter, because it is very
important.

[The following was subsequently received for the record:]

SUPPLEMENT OF THE AMERICAN TEXTILE MANUFACTURERS INSTITUTE

During the hearings, questions were asked of the textile industry witnesses con-
cerning the anticipated costs of meeting the various environmental and regulatory
- standards as currently promulgated. The witnesses offered to submit more detailed
cost estimates for the record, which follow. Also included are copies of studies and
testimonies on which these estimates are based.

There are three areas of regulatory/environmental control where standards have
been sufficiently promulgated so that estimates of cosis to satisfy these standards ir:
the textile industry can be estimated. These areas are cotton dust, noisr and water
quality.
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COTTON DUST

The current standard for cotton dust, as required by OSHA calls for 0.5 mg of
dust/cu. ft. of respirable air and 0.2 mg/cu. ft. in yarn manufacturing. Based on this
standard, ATMI estimates that it will cost the textile industry in excess of $2 billion
to meet this standard. This cost does not include annual operating and maintenance
costs of the equipment.

NOISE ABATEMENT

ATMI estimates that it will cost $3 billion to meet the 30 dBA standard set forth
by OSHA.

WATER QUALITY

In 1975, the National Commission on Water Quality estimated that iv will cost
between $0.5-0.8 billion for the textile industry to meet the 1983 water quality
standards. In addition, they estimated additional costs of $50-$80 million per year in
maintenance and operating costs of the equipment.

ECONOMIC IMPACT

The total estimated costs, then, to meet the standards for cotton dust water
q}t‘xalit , and noise abatement, would be $6.0 billion at a minimum. Three points
should be emphasized. First, this is a minimum figure, based on recent assessments
of technology and current prices. Second, it does not include any maintenance and
operating costs associated with the equipment. Third, the cost do#s not include
estimates to meet standards for solid waste, air pollution control and other environ-
mental/regulatory areas where standards have not yet been set forth.

It is appropriate to examine this $6.0 billion estimate, in light of current economic
indicators of the textile industry, to put in perspective the potential impact of these
costs on the industry.

In 1977, the Federal Trade Commission reported net fixed assets, in the textile
industry, of $6.0 billion, and total net assets of $19 billion. The industry’s annual
rate of profit as a percent of total assets, before taxes, was 8.4 percent. In adding the
$6 billion environmental/regulatory capital investment, the industry’s total assets
would increase by about 30 percent. ile increasing the textile industry’s assets,
this non-productive equipment would create little if any increased production. With
prices raised to compensate for this additional expense, and all other factors being
equal, the pre-tax profit percentage would be reduced to 6.4 percent.

Depreciated over five years, this $6.0 billion would be a direct business cost to the
industry of $1.2 billion a year. In 1977, the industry’s pre-tax profits were $1.5
billion. This additional annual depreciation cost is almost equal to the industry’s
profits. Since this money goes to taxes, equipment replacement, as well as invest-
ment in new facilities, current cash flow is not a source for this additional expense.

The textile industry already has one of the lowest rates of return on investment.
Adding this $1.2 billion in depreciateJ costs to the $860 million of depreciation of
1977, triples the textile industry’s depreciation costs to a total of $2.1 billion a year.
The effects of just this increase would cause a 4'2 percent increase in prices.

For just meetm% these present standards, then, the industry is faced with havin
to raise its prices by 4% percent, while at the same time experiencing a substantial
drop in its annual rate of profit.

In 1976, the textile industry spent $64 million in pollution abatement on air,
water, and solid waste treatments (including sewer charges).

As noted, it is estimated that costs to the textile industry to operate and maintain
water quality equipment would be $50-$80 million per year. This cost alone would
double the industry’s expenses in this area, which is another direct cost of business.

The textile industry is deeply committed to environmental quality and energy
efficiency. Using 1972 as a base, the industry’s energy efficiency has increased by 18
percent. The industry is concerned that, in order to grow, there must be a confi-
dence in the growth and prosperiﬁy of the industry in order to attract investment
and to stimulate modernization and expansion.

We are concerned that these estimates and anticipated impacts on the textile
industry would not generate that confidence. We are hopeful that alternative ap-
proaches to meeting these standards, both technologically and financially, can be
achieved. Enclosed is a copy of ATMI's eleven-point proposal on tax reform, as

resented to the Commission on Ways and Means on March 6, 1978. We trust this

mmittee finds this material useful.

[Additional, technical background data submitted by the ATMI
on this issue is available in the subcommittee files.)
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STATEMENT OF Louis W. JENKINS, VICE PRESIDENT AND CONTROLLER, CANNON MiLLs
Co., KannaroLis, N.C., oN BEH:LF OF AMERICAN TEXTILE MANUFACTURERS INBTI-
TUTE, INC.

I am Louis W. Jenkins of Cannon Mills Company, a diversified textile manufac-
turing company. I appear before you today on behalf of the American Textile
Manufacturers Institute, Inc. (“ATMI"”) as the Chairman of the Tax Committee of
that organizatior.

ATMI is the central trade association for the U.S. spinning, weaving, knitting and
finishing industry, with the member companies of ATMI accounting for about 80
percent of U.S. textile production. Our industry alone employs nearly one million
Feople in forty-seven states. Togetl.er with the apparel industry, we are the nation’s
argest manufacturing employer, supplying 2.3 million jobs, or one out of every
eight, in the manufacturing sector:. this number, 64 percent are women and 19
percent minorities. In addition, many other industries, such as cotton and wool
growers, synthetic fiber manufacturers, dyestuif and chemical plants, transportation
companies and electric utilities are directly involved with the textile industry.

The security of the millions of jobs provided direct?' or indirectly by the textile
industry is seriously threatened by the ever expanding capital needs and costs
facing the industry.

Textiles are traditionally a low-profit industry and we are currently faced with
heavy capital commitments as a result of Environmental Protection Agency and
Occupational Safety and Health regulations. For example, the estimated coet to the
industry to meet the proposed OSHA dust cor vol standards is $2.8 biilion. The
industry faces another $3 billion expense if the Of HA noisc standard is enforced. In
addition, the industry will need to spend another $528 to $785 million to meet 1983
water pollution control standards. Operating and maintenance requirements will
add another $50 to $81 million annually.

On top of these non-productive capital expenditures mandated by Government
regulations come the tremendous capital requirements connected with the conver-
sion to coal of boilers and other combustion and related facilities which must be
added or modified to handle coal. ,

Given the above capital requirements for non-productive health, safety and pollu-
tion and energy crises expenditures, and the historic low-profit margins of the
textile industry, one wonders how these needs can be met, if expenditures for
modernization and expansion are not to be neglected. And, if the industry is unable
to invest in modern plant and equipment, because its limited supply of capital must
be diverted to non-productive uses, how is it to survive the ever increasing competi-
tior 1rom low-cost, low-wage foreign producers?

Ic is in this context that the textile industry makes its recommendations with
respect to the proposed changes in the tax laws which appear to have some impact
upon capital formation in this country.

ATMI RECOMMENDATIONS IN THE AREA OF CAPITAL FORMATION

ATMI has for many years pressed for a tax environment in the country which is
conducive to modernization and expansion of plant and equipment. This is particu-
larly important at this time when enormous capital exfpenditures must be made by
industry for environmental protection facilities and for coal conversion facilities
which do not increase industry’s productive capital or efficiency. Our specific recom-
mendations are as follows:

1. Corporate rate reduct.on

ATMI strongly favors the President’s proposed corporate tax reductions to 45
percent, effective October 1, 1978, and to 44 percent on January 1, 1980. ATMI
places corporate rate reduction at the top of its list of possible changes in the tax
law to encourage capital formation.

2. Capital cost recovery for productive machinery and equipment

More rapid cost recovery as a matter of statutory right should be provided for
investments in new machinery and equipment, with no cutback in allowable invest-
ment credits. Our understanding is that even with the present 10 percent invest-
ment credit and ADR, capital cost recovery allowances for most industries in this
country still lag behind those in almost all the major industrial nations.

As an alternative to the proposed five-year write-off of new M&E, ATMI would
support a change in the ADR depreciation system which would permit the use of
lives up to 40 percent shorter than the prescribed asset jeriod, instead of the
present 20 percent range.
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3. Investment credits and rapid amortization (excluding buildings)

ATMI supports the President's proposal to make the present “temporary” 10

rcent investment credit on machinery and equipment a permanent feature in the

ax Code. In fact, ATMI believes the 10 percent credit should be increased to 12
percent to further encourage modernization ai:.i1 expansion.

The Carter Administration has previously pruposed, in connection with Congres-
sional consideration of the Energy Bill, that the allowable investment credits be
substantially increased for expenditure on business energy property. ATMI recom-
mends a flat 25 percent investment credit for expenditures in business energy
property. In addition, we believe that consideration should be given to a similar
increase in allowable investment credits for capital expenditures in non-productive
facilities to meet EPA and OSHA standards.

The President’s proposal to allow the full 10 percent credit for investments in
pollution control equipment, even if five-year amortization is elected, is a step in the
right direction. However, it does not go nearly far enough. ATMI believes that
investments in non-productive facilities necessary to meet EPA and OSHA stand-
ards, or to convert to the use of coal, should be given a write-off period of no more
than three years and that investment credits well in excess of 10 percent should be
allowed with respect ‘o such expenditures.

ATMI supports the Administration’s proposal to provide that investment credits
may offset up to 90 percent of tax liability in any year.

4. Investment credits and capital cost recovery for industrial buildings

ATMI believes there is an urgent need for improving the Federal tax Joolicy
applicable to cost recovery allowances for industrial buildings. Most of the industri-
alized nations of the world have far more liberal tax rules in this important area
than does the United States. Accordingly, ATMI endorses the President’s proposal
to extend the 10 percent investment tax credit to industrial structures placed in
service or rehabilitated after December 31, 1977.

We are strongly opposed, however, to the President’s proposal that the depreci-
ation of all real estate be handled uniform? as part of his solution to the tax
shelter problem, with the result being that depreciation ullowances for industrial
buildings would be sharply curtailed. The President’s proposal would place a uni-
form thirty-five-{‘ear life on factory buildings and warehouses and would require the
use of the straight-line method, thus restricting the yearly depreciation deduction to
about 2.86 percent cf the original cost of the building.

It will be noted that the President’s cost recovery proposals which affect industri-
al buildings work at cross purposes. On the one hand, he would extend the 10
percent investment tax credit to such structures while, on the other, he would take
away the present right to use the 150 percent declining balance method to write of
the cost of new industrial structures.

ATMI urges that a twenty-year cost recovery period be provided for industrial
buildings and that the use of the double-declining balance method (taken away irn
1969) be restored for new buildings. Such new industrial buildings are to be eligible
for the investment credit under the President’s 1978 tax program. Pursuant to the
President’s proposal, these industrial buildings are to be fully subject to depre-i-
ation recapture. Moreover, the shorter depreciable lives for industrial buildings
could be limited to owner-occupied facilities qualifying for the new investment
credit provisions. Thus, any tax shelter abuse is effectively precluded, ab initic. As
we have stated in prior testimony before this Committee, if the Congress considers
real estate tax shelters a problem, it should attack the problem in a way which does
not penalize an industry such as textiles, which is not involved in tax shelters.

5. Double taxation of corporate income

The textile industry and business in general are in desperate need of outside
sources of funds. Equity financing over the long run would obviously be made more
attractive by reducing the double taxation of corporate earnings. Accordinx}ty:, al-
though such a change in our tax laws is not as high 4 priority item to MI’s
membership as the capital formation proposals previously discussed, ATMI fully
supports the partial integration proposal of Chairman Ullman, as outlined by him
on the House floor on February 2, 1978. We are encouraged by his statement that
the partial integration proposal is not intended as a substitute for other corporate
tax reduction measures that may be considered by Congress and that there is no
need for trade-offs, given the modest initial revenue impact of his proposal.

6. Capital gains—Minimum tax proposals
Consistent with its position that capital formation will be encouraged through
stimulation of equity investment, ATMI is opposed to the substantial increase in the
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taxes on individual capital gains which would follow if the President’s recommenda-
tion were adopted (1) to do away with the alternate 25 percent tax on the first
$50,000 of capital gains, and (2) to eliminate the offset against “preference” income
under the 15 percent minimum tax of one-half of the regular individual income tax.

ATMI believes that long-term capital gains should be taxed at lower rates than at
present. We are therefore strongly opposed at rates approaching the ordinary
income tax rate through amendments to the so-called minimum tax—which clearly
make this misnamed minimum tax essentially an additional tax on capital gains.
7. Simplification of ADR depreciation

ATMI approves the proposal that new Treasury regulations be authorized which
would sim if}l" the present ADR system. In addition to the proposed changes out-
lined by the Treasury Department, ATMI recommends that an effort be made to
rievelop ADR rules which will not require the maintenance of two sets of depreci-

ation ks—one to satisfy the IRS rules and a second to conform to generally
acceptable accounting standards.

OTHER TAX RECOMMENDATIONS
1. Taxation of foreign income

(a) DISC

To encourage exports, the rresent DISC deferral program should be retained.
Congress cut back substantially on DISC benefits in 1976. Given this country’s
current balance of payments problems, consideration of any further changes in the
DISC provisions should be postponed for at least two years.

(b) Income of foreign subsidiaries

Congress should not go beyond present law in taxing undistributed profits of
foreign subidiaries, with the possible exception of profits derived from products
imported into the United States. The technical and administrative problems, confu-
sion and paperwork that will be generated by a change to current taxation of the
unreported earnings of controlled foreign subsidiaries are enormous. The small
amount of revenue involved in the proposed change is hardly worth the additional
governmental red tape, even assuming the correctness of a governmental policy

esigned to make American business interests abroad less competitive with their
counterparts abroad owned by foreign investors.

(c) Section 911
ATMI supports the extension of old § 911 icr two more years—through calendar
ear 1978—to give the Con time to devclop new rules for taxing the earned

income of U.S. citizens residing abroad. ATM{ believes it is in the best interests of
the United States to have many thousands of its citizens working abroad and
helping to promote the use of U.S. made goods and services. Changes in our tax law
are clearly needed to assure that, because of American taxes, American workers are
not pricecf out of foreign employment opportunities.

2. T&E, foreign conventions

ATMI is opposed to the artificial restrictions on the deductions for travel and
entertainment and for expenditures connected with foreign conventions which are
roposed by President Carter. We believe that it is time to return to the basic test
or the deduction of any business expense—was it ordinary and necessary to incur
the expenditure in furtﬂerance of the taxpayer’s business interests? If, for business
reasons, the taxpayer can justify flying first-class rather than coach, we see no
sound reason for limiting his deduction to the cost of a coach ticket. Thus, for
reasons of health, age, or even the taxpayer’s size, first<class travel may be c.earl
warranted. In like fashion, the businessman may need to review confidential busi-
ness records during his flight. The crowded conditions of most coach cabins may
preclude this business activity, thus effectively eliminating the business use of the
time s?ent in transit on the airplane. The Treasury’s only argument for disallow-
ance of the excess of the firstclass fare over the coach fare is that “both ends of the
plane arrive at the same time’”. That same t, of argument could be used to
disallow a deduction for almost any business deduction which exceeds a maximum
allowable figure in & Treasury table. ATMI does not believe the Internal Revenue
Code should be used as a tool to bring about conformity of business expenditures to
some notion of government bureaucrats as to what is an appropriate standard for
all.

As for the disallowance of one-half ot the cost of a business meal (unless the
taxpayer is in travel status out-of-town—aovernight), the problems connected with
keeping track of vhich expenditures are fully deductible and which are partially
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deductible will be an administrative nightmare for companies with numerous sales-
men and executives in travel status on a fairly regular basis. The abuse cases cited
by the Treasury Department in support of its socalled ‘“three martini lunch”
proposal appear to present factual situations which already call for disallowance of
most of the claimed deductions under present law. Better enforcement of the exist-
ing rules by the IRS—with ascertain of negligence or fraud penalties in such
extreme cases—is clearly preferable to another round of government-imposed re-
strictior:s on normal and acceptable business travel and entertainment.

3. Employee benefits

The Treasury Department has proposed that ERISA-type non-discrimination rules
be extended to group term life insurance plans and health and accident plans. The
extension into the welfare plan area for all industry of a significant portion of the
burdensome ERISA paperwork should only be approved by Congress if there is a
showing of substantial abuses under existing law. ATMI believes that the problem
areas which appear to bother the Treausury Department would be eolved if the
proposed ‘“‘owner-employce” rules suggested by the Treasury were adopted, without
requiring all industry to take on ERISA-type paperwork for all their employee
welfare plans.

4. Pollution Control Bonds

Several members of ATMI have fouad the proceeds of industrial development
bonds to be one of the few sources of funds for use in financing the construction of
required pollution control facilities. The proposcd repeel of the tax exemption for
industrial development bonds will increase tiie cost of financing such facilities.
Given the sericus financial plight of the textile ii:dustry, ATMI is opposed to the
repeal of the tax-exempt status of industrial development bonds.

Mr. Vanik. When I think about the whole problem of imports,
there are a lot of American people that might have some sensitiv-
ity to competitive imports from dirty industries, those that simply
profiteer and take advantage of the difference between the Ameri-
can standards and the foreign standards, and if there is pollution
or damage in other parts of the world, it is going to hit us, and it is
totally unfair. Everybody recognizes that. I think that if we go to
that i1ssue, we might find a wide constituency in America here to
do something about the disadvantage of the added burdens that our
industries have resulting from the so-called dirty operations in
foreign countries.

As a matter of fact, concern over those unclean operations may
have a great political base here than even the low-wage base argu-
ment, because there is a great sensitivity. It is very strong in this
country, maintaining the environment, the quality of work condi-
tions. I hope that you might address yourself to that and help me
prepare some more information on that issue, particularly with
respect to the textile industry and the apparel industry.

Mr. SmALL. Thank you very much, Mr. Chairman. Quite a
number of reverse subsidies, as we referred to them, and we would
like to submit to the committee more detail.

Mr. VaNik. Mr. Vargish, I understand that overall importation
of textiles and apparels is about 10 or 11 percent. Yet your state-
ment seems to say, in terms of value, 50 percent of all imports
occur in your segment of the industry. What percentage of the
textile and apparel industry’s employment is accounted for by the
knitted outerwear group?

Mr. VarcisdH. Mr. Chairman, in my statement I indicated that
although we absorbed, as you just pointed out, about 50 percent of
the textile trade deficit for 1977, we employ less than 10 percent of
those workers employed in the textile apparel industry.
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Mr. Vawnik. You cite some import statistics for the People’s Re-
public of China for 1977. Have you felt the impact of heavier
imports this year trom that sector?

Mr. VargisH. There was a marked increase in 1977 shipments
over 1976. I would like to suprly this data as part of my testimony.

[The information fellows:]

NATIONAL KNITTED OUTERWEAR ASSOCIATION,
New York, N.Y., July 19, 1978.
Hon CHARLES A. VANiK
Subcommuittee on Trade, Committee on Ways and Means,
U.S. House of Representatives, Washington, D.C.
DEeAR CONGRESSMAN VaNIk: During my testimony before your Committee on July

I?tc}:tbyou asked for recent data on shipments of sweaters from the Peoples Republic
of China.

The shipments of sweaters for the past three years were as follows.

Dozen
1075 oottt es bt e bbb e s srastenten b s et et e s bbsres s estsesane s bennessaresrene 5,652
1976 ..., et e eetbierrebeeeeestetit et oot e e s bt et st s eheas et Rbere st b nen b saa e e tebeeenteebrens 52,031
U 128,504

F%x% 7the first quarter of 1978 24,996 or a 22 percent increase over the same period
in 1977.

It is to be noted that the domestic sweater industry is depressed—and if there is
an inc-eased consumer acceptance of sweaters we foresee a sharp increase in fur-
ther shipments from the People’s Republic of China.

In regard to my testimony which concerned the concluded bilateral with Colum.
bia, I am enclosing a press release that covered this agreement.

I would appreciate including this letter with the testimony submitted to your
Committee on July 10th. I am forwarding a copy of this letter to Mr. John Martin
Jr., Chief Counsel for the Committee on Ways and Means.

Cn behalf of the Knitted Outerwear Industry, I would like to express my appre-
ciation to you for the opportunity to testify before your Committee on July 10th.

Sincerely yours,
GEORGE VARGISH, President.

(From the Daily News Record, May 17, 1978]

U.S. TeExTILE PacT PLEASES COoLOMBIAN Gov't, INDUSTRY

(By June Carolyn Erlick)

Bogota (Cable FNS)—Colombia and the United States have signed a new textile
agreement, and, at first glance, both Colombian government and industry officials
seem to be happy about it.

The new agreement, according to officials here, allows for the exportation of 127
million square yards of Colombian textiles into the United States. For months now,
Colombian textile and garme::t manufacturers have been accusing the United
States of only wanting to pui-hase raw materiala from this semi-industrialized
nation of 25 million. Manufactirers chnrge! the developed neighbor to the North
was tr ing to stifle Colombia’s budding textile industry. At one point the binational
Colomgo- merican Chamber of Commerce was expelled from the National Associ-
ation of Industrialists for allegedly supporting this point of view.

(In Washington Mike Smith, chief textile negotiator in the office of Special Trade
Representative, confirmed that US. and Colombian negotiators had reached an
agreement on a new bilateral pact and initialed a memorandum of understanding.

He refused to discuss details of the agreement until the official diplomatic notes
formalizing the agreement have been exchanged by the two countries.f

The new agreement, which must he ratified by Colombia’s foreign affairs minis-
ter, and its economic development minister, %oes into effect July 1, 1978 and runs
until June, 1982. The new agreement differs from the previous ore ‘n that it has a
built-in consulting pian. Basic quota allowanc~= in three categories were established,
but if the approximate quota is to be fillea, the category can be expanded on a
government-to-government consulting basis.

Colombian apparel wi!l be subject to a 37-million-yard quota in 1978-79, with an
automatic 7 per cent increase each succeeding year. However, the amount could be
expanded under the “Consulting” plan.
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Four items remain outside of the consulting system: combed or carded linen cloth;
men’s wool suits; some knit and woven dresses and coats in synthetic fiber, and
synthetic woven blouses.

Colombia exported $25 million of textiles to the U.S. in 1977. The government is
now estimating that the figure will reach between $50 and $60 million in the
agreement’s first year.

Mr. Vanik. Thank you very very much. I have some further
questions, but I think I will pursue them later and yield to my
colleague, Mr. Holland.

Mr. HoLLaND. Thank you, Mr. Chairman.

Mr. Small, I have heard it testified before this committee during
the energy hearings we had some time ago that the average annual
profits of the textile industry are $650 million, roughly. Is that
about correct?

Mr. SMALL. Congressman Holland, I do not have the actual dollar
groﬁt, but the average profit on sales last year was approximately

rcent.

r. HoLLAND. And I have, I believe, heard it testified before this
committee at the time we were concerning ourselves with the
natural gas problem, that it was going to cost the industry some-
where between $10 and $20 billion over the next 6 years to mest
OSHA and EPA requirements. Does that figure sound about right?

Mr. SmaLL. It is such a staggering figure that it is hard to
contemplate. Incidentally, I have been given tne answer to the
question that you just asked. It was $800 million after taxes, $800
million last year.

Mr. HoLLAND. That is for the entire combined textile industry?

Mr. SmaLL. That is correct.

I do not have the overall figure, on OSHA and EPA but just the
figure that has been used for the dust standards alone, and inciden-
tally, in reference to Chairman Vanik’s question, when we met
with our Japanese counterparts late last year, we asked them what
problem they had with dust, and they said, “We have no dust

roblem,” and so this is a contemplated adverse subsidy that some-
Kow we are going to have to meet, not only the capital expenditure
but the continued operating expense involved.

Mr. HoLLAND. | am given further to understand that there are
apnroximately 6,000 textile manufacturing companies in America.
It seems to me that, given the average net profit and the projected
cost for meeting Government-imposed standards, that the cost of
the capital outlay is going to exceed your profit over th2 next
number of years. Is that a fair statement?

Mr. SMALL. As it now stands, it would appear that if we have to
meet all of the proposed standards, that we now know and contem-
plate, because there are some standards such as noise which, at
this point, have not been handed down, that wovld e a fact.

Mr. HoLLAND. At any rate, if we lower tariffs as they presentl
exist—and to be honest with you, I do not think they are hig
enough, when you think about Brazil which has a 300-percent tariff
on American denim entering that country—and Mr. Smith testifies
that we have the highest textile tariffs on the face of the Earth, I
think there is something contradictory there—if we reduce these
tariffs, and open the gates to further imports, it just widens the
gap between the net profits and what it is going to cost to meet
Government-imposed standards, and in effect hastens the end of
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the industry. I think that would be a fair statement. I do not
expect the textile industry to continue operating out of some sort of
benevolent drive. I understand most companies are in business to
at least survive or make a small profit. It seems to me if we get
isolated from the overall picture as it affects the textile and appar-
el industry, and if we get carried away with some of the adminis-
tration arguments that this small tariff cut is so insignificant, then
the proposed tariff offers may very well be part of the last feather
that breaks this industry. Is that a fair conclusion to make?

Mr. SmaLL. Congressman Holland, that is a very valid conclusion
to make and, as Mr. Chace of the Northern Textile Association has
said so very capably, we are in such terrible shape at the present
time with excessive imports, what is the reason for making it even
worse by cutting tariffs?

Mr. HoLLaND. I was told by management, in touring a plant
recently, a knitted outerwear plant, that they can compete in
quality and price with South Korean goods within the South
Korean market but because of the South Korean Government’s
protective policies, they are prevented from doing so.

Is that generally an industry-wide situation?

Mr. SMmALL. I can only answer the second part of it. Because of
the Korean restrictions we could not at any value today compete
with the South Koreans in the South Korean markets and we are
shipping practically nothing into South Korea today. -

Mr. HoLLaAND. We have been, =8 you probably read in the press,
considering a tax package in the Ways and Means Committee, and
v\}rle will probably within the next few days resume consideration of
that.

Is there anything we can do within our national tax structure to
assist 4his industry, this conglomerate industry, apparel, textiles
synthetic fibers, in meeting foreign competition, and at the same
time meeting the Government-imposed standards that we have?

Has the industry calculated any tax provisions that may well be
considered by this committee?

Mr. SmaLL. Mr. Congressman, the tax committee of the Ameri-
can Textile Manufacturers Institute has filed a brief with the Ways
and Means Committee, I understand, which goes into some detail
in giving and making certain recommendations on the accelerated
depreciation on pollution control equipment and other matters that
I don’t have the details before me that would have a favorable
gafect, and helpful effect on the textile industry if they were adopt-

Mr. HoLLAND. Yes, sir; and, lastly, I have information before me
that the Brookings Institution has a study demonstrating that if
the tariff cuts amounted to 60 percent, that the negative employ-
ment impact on textiles and apparel would be only 1.65 percent.

Do you have a prepared response to that conclusion?

'Mr. KLopmaN. Yes, Congressman. I don’t have a Erepared re-
sponse here. We did submit a response comparing the Data Re-
sources Institute Study versus the Brookings reports, and I think
that showed several things.

First, Data Resources would show that textile employment losses
of some 200,000 through 1985 from tariff cuts, and with the down-
stream effect approaching 500,000 through 1985. They used a ma-
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croeconomic model to arrive at their conclusions, and they used
current data starting in 1977, while the Brookings Institute used
really basically different assumptions. They used 1971 data and
;;_hey made some assumptions as to 1974 data to arrive at their
igure.

Had you taken their original paper, and I understand they have
revised it somewhat, but moved the time frame forward to 1977,
their job losses would have come close to those approximated by
DRI. The one thing that they did not include was the so-called
ripple effect, that is the effect that occurs when you take a payroil
out of a community.

They assumed that the people who were put out of work would
~e consuming at the same level that they were when they were
working. They did not make any assumptions as t» what would
happen to our suppliers if these businesses went uut of business.
But we have, as I say, submitted a report on that.

Mr. HoLLAND. Thank you, Mr. Klopman.

I have before me a statement that the Brookings study says we
would lose only 41,000 jobs in America’s economy. I take it those
people would be just as out of work as those in steel and the
television industry and so forth.

Mr. KLopMAN. But, Congressman Holland, they are working on
what is known as the theory of comparative advantage, which we
believe is just that, just a theory, and they are assuming that the
economy is going to sop up these displaced people. The fact is that
the people in our industries and the apparel industries are low
entry types who do not have the opportunities and the education to
move on to other industry, if there were such work available.

Mr. HoLLaND. Sounds to me, sir, like they have given it about
the same treatment as they gave the proposition by my good friend
Mr. Steiger over here, as it relates to ca)ital gains. They seem to
have applied the same devious standards in analyzing both ap-
proaches.

Mr. KropmanN. I think .t's interesting to note the people who
have supported that study, one of whom was Sumitomo.

Mr. HoLiaNbD. All right, sir. Again I want to thank this panel for
a most comprehensive and informative presentation this morning.

Thank you all.

Mr. VanNik. Before we proceed to further questions, I am going to
announce it's our intention to continue in this hearing until 1:20 at
which time we have to vacate this room, and wherever we are at
that point we will recess until 1:30 and we will resume the hearing
in room 1301, which is just up the flight of stairs in this corner of
the building.

It’s my hope we might finish the next panel before we reach that
point so we might deal with the consumer issues in the remainder
of the hearing.

Next, Mr. Vander Jagt, do you have any questions?

Mr. VANDER JAGT. Thank you very much, Mr. Chairman.

I would like to commend each member of the panel for a very
excellent presentation.

I, like Congressman Holland, was intrigued with the administra-
tion witnesses this morning pointing out that tariffs on textiles are
higher in this country than in many of the countries that we trade
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with. Then, in your statement, Mr. Small, you pointed out the flood
of imports from Hong Kong, Korea, and Taiwan, while denying us
any meaningful access to their textile markets.

My question is can you give any idea about how fair the trade is
between nations if you look only at tariffs? You have to look

' beyé)nd tariffs in order to determine whether you really have fair
trade.

Mr. SmaLL. You are absolutely correct, Congressman, y-s.

Mr. VANDER JAGT. Another interesting position I thought taken
by the administration this morning was that really though we do
have a flood of imports coming in in the first 5 months of this year,
and though we aon’t really know why, we have the hope that those
imports will go away and, as a matter of fact, the administration
points out we have 12,000 more peopie employed in America’s
textile industry this year than we did last year and so, therefore,
there is no threat to the textile industry from imports or any
threat that plants migit have to close.

I would like you to address that, if you would.

Mr. SMALL. I think the figures that they continue to use are very
ambiguous because they state that the 1977 figures represent prac-
tically no increase, and then they refer to the fact that later that
was possibly because of the dock strike. Then they tend to take out
the figures in the 1978 increase without throwing them back into
the 1977 when, as a practical matter, if you take from May to May
the increase imports has been approximately 30 percent.

Mr. VANDER JAGT. One final point I would like to ask you to
address, because it is on the record from the administration’s testi-
mony this morning, at least the implication, that since one of the
main concerns of our chief negotiator is inflation, that by having a
flood of imports at lower prices from abroad that this really helps
us in our struggle against inflation, so if we have a whole flood of
cheap imports coming in it will be deflationary.

I would not want the record to stand there without your com-
ment on that.

Mr. SmMaLL. I would like Mr. Klopman to answer that.

Mr. KrLormaAN. Congressman Vander Jagt, I think there are sev-
eral things we have to concern ourselves with when we talk about
inflation. One, I think we should make the point that we are not
opposed to imports. We are not. opposed to more orderly intake of
imports so that they are balanced with the growth of our market.
If imports do supply some opening price points we are not suggest-
ing that that situation change.

%think we should consider the fact, however, that with the rising
textile and apparel trade deficit which looks like it can get up into
the $4 billion to $5 billion figure this year that certainly is infla-
tionary, in spite o7 what Mr. Blumenthal said some time ago, that
every time we have a big trade deficit announced the dollar seems
to go down.

I think there are other things that are inflationary too, and that
is that when these people in the apparel and textile industry are
put out of work they go on transfer payments; they don’t go to
some other industry, and that is inflationary.

The point has been made about retail markups by several people
here. There was s meeting not too long ago in the Poconos where a
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very highly placed executive of one of the most prestigious depart-
ment store groups in the United States said that his company
iraported $100 million worth of imports last year and sold them for
$400 million.

Now, I would suggest that that is both inflationary and ripping
off the consumer.

Mr. VANDER JAGT. I thank you very much, Mr. Chairman.

Mr. HoLLAND. Mr. Frenzel?

Mr. FrReNzEL. Thank you.

I would like to thank the panel for their excellent testimony.

I would, Mr. Chairman, like to state that I don’t believe that the
administration witnesses said all of those awful things that it was
alleged they may have said.

I think they responded to questions that I directed to them with
respect to tariffs in the EEC and Japan, and I think we have
comparisons and they are on the recc=d, and it is well known what
they are.

I think it is helpful that the panel has brought out the compari-
son of tariffs in other countries. I think at the time the question
was asked we also discussed accessibility as another factor which
contributed, and it was granted that we have poor accessibility.

Going on to another factor, earlier this morning in discussing
with the administration witnesses I was trying to break out the
difference between apparel and textile. You folks come before us
very tightly bound together, but it seems to me that there are
really two different issues before us. -

It seems to me that the import problem is far greater with
respect to apparel than it is with textiles. And that the problems of
disparities of laber costs are also far greater. I would like to have
some member of the panel, preferably a textile person, comment.

Mr. SmaLL. I think, Congressman Frenzel, that in seleciing at
any time one segmert of our industry or one part of our industry
you can completely distort the facts and ﬁgures. Our industry is a
tota! industry; it's an industry of fiber; it's an induciry of fabric,
and it's an industry of apparel, and they are all interrelated.

Over a period of time there are fluctuating changes in this. We
have seen periods of time when we are inundated with fiber, and
inundated with fabric. At the present time, apparel seems to be the
one that is getting the greatest amount of imports into this coun-
try. So, what I am saying is that every time we get an apparel
izaport, it takes away from the American apparel manufacturers,
American textile manufacturers, and American fiber manufactur-
ers.

You are taking away three jobs, you are taking away a job in the
apparel industry, a job in the textile industry, and a job in the
fiber industry. K'i associate, Mr. Blitch, who spoke in connection
with apparel, might like to add something to this.

Mr. BritcH. Congressman, I think the only thing I might add is
the fact that the apparel industry in this country does absorb by
approximately one-half the output of the domestic textile industry,
so the situation that was iust described, based on the importation
of each garment, the cloth that is used in that garment, could have
been produced by an American textile company. That cloth could
have been styled or cut, garment styled, sewn, finished, and so

32.859 O - 78 - 17
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forth, by an American apparel company and, therefore, you have
the chain from the fiber to the cloth to the finished garment
affecting American workers up and down that ladder.

Mr. FrRenzeL. Thank you. Your unity is heart warming, but the
figures still are persuasive. Looking at the figures for the last 7
years, and you have already warned us we have to be careful and
look at them over different time frames, textile mill products show
an unfavorable balance, a substantial one in the early 1970’s,
which works out tc a slight plus balance in 1975 and essentiall
about a draw in 1976, in which we exported as much textile mill
products as we imported. v

Apparel, on the other hand, has a continuously increasing deficit
in trade, and I think your one to one to one relationship between
employees is not a valid one. Also, I think you have in your
industry, at least the testimony led me to believe, that the textile
industry is pretty weli modernized, and the appar2l industry, of
course, is much more labor intensive and subject to much more
severe price competition with respect to labor costs abroad.

I get a little nervous about lumping you into one ball. Obviously,
you are related, and there is a symbiosis, but I don’t think it is as
direct and binding as your testimony today indicates.

Mr. KiopmaN. If I may, Congressman Frenzel, I am being some-
what redundant, but the apparel industry is our customer, and if
t}(';zdapparel industry disappesars, we have no place to ship ou
goods.

We cannot ship them.

Mr. FrRenzeL. If you will let me interrupt, you found a way to
ship quite a bit abroad in the last couple of years.

Mr. KLorMAN. Yes; in recent years, we have enjoyed some suc-
cess in shipping denim to Europe. I would say that is probably one
of the biggest export items we have. That has virtuvally disap-
peared, but in the areas where the apparel is coming in, this year
our trade deficit with the Asian countries at current rates will
reach $3.8 billion. That is where the apparel is coming from.

Now, as that increases, that knocks out our customers. We lose
that opportunity. We do not have a chance to get cur fabric in that
apparel because we ca..not get into those markets. We cannot get a
license to ship to Korea; we cannot get a license to ship to Taiwan;
we cannot ship to Hong Kong, and trying to ship into Japan
througn the trading company mechanism is like dancing with an
octopus.

Now, let me just say something about the efficiency of our indus-
try. It is true we consider ourselves very efficient. But today tech-
nology is readily transferable and the Koreans have just as good
equipment as we have. As to the Koreans and my own company,
the wage rate difference between Korea and Burlington Industries
is $45C million a year. There is no amount of technology that exists
that can overcome thati. So while today it's apparel, tomorrow it
can be textiles. it can be all over the place.

Mr. BuitcH. Could I add just a comment on that, Congressman,
on the apparel side of this equation?

The imfustry, apparel industry, is a very unique industry in the
United States in that we do have some 18,000 different companies
and approximately 22,000 to 23,000 plants. Now, there were some
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questions this morning about the question of whether the size of
these apparel plants can be efficient, and I wouid like to just
comment on that.

it depends on the product and it depends on the number of
operations in the produci. You go all the way from say a man’s
undershirt with 7 or 8 operations in it, all the way to a trouser
with 50 to 60 operations in it. So efficiency is dependent upon the
product itself and, yes, many apparel companies and plants can be
very efficient in a small size.

These plants are unique because they are located in the smaller
communities across the Nation. There are 37 States in the United
States that employ 5,000 or more workers. And this deficit that is
coming in of some $3 billion in a trade deficit in apperel is defirite-
ly clobbering the apparel end of this complex. To the extent that it
is cufting the purchases that we can feed to the te:tile industry, it
is denying them the opportunity for growth and profitakility.

So, I was tremendously impressed with the comment Congress-
man Broyhill made about the human element that is involved here
and, when we look at the forest instead of the trees, we are talking
about jobs. And what jobs are we talking about? We are talking
about an industry that employs 20 percent in the minority area, we
are talking about an industry that is a threshold employer, and
you can walk into these small plants that are located throughout
this Nation in crossroads and hamlets and you will see some of the
finest Americans, hard working, productive, efficient, competitive,
if given the opportunity to be competitive, that you can find any-
where in the United States.

This is the industry we must protect, and if we go about continu-
ing to cut tariffs when we have been ravaged by imports to the
extent of one out of every four garments sold in the United States
is an import—the business that my company is in is jeans and
slacks. Last year, 215 million slacks were imported into this coun-
try for men, women, and children. That is almost one pair for
every person in the United States. That is the kind of tremendous
consumer market that we are talking about, and it is the kind of
penetration that we have had, and we are at a crossroad and
indeed on the bridge in the apparel industry of what could be a
disaster.

Mr. FrReNzEL. I am inclined to agree with you, but I don’t think
the problem is as acute with your partners.

I thank all of you for your testimony.

Mr. HoLLAND. Mr. Steiger?

Mr. SteiGEr. Mr. Chairman, I will pass. I have read all oi the
statements and listened to &s many as I could. It has been, one,
exceedingly useful to have had the hearings and, second, to have
had this panel of witnesses as well as othets who will follow.

Thank you.

Mr. HorLLAND. Thank you.

Again, gentlemen, thank you for your participation. I think it
appropriate at this time to recess the hearing to room 1301, at
which location we will resume at 1:30 this afternoon.

Mr. SMALL. We thank the committee very much.

[A short recess was taken.]
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Mr. HoLLAND. In view of the timc constraints, we are going to
proceed at this time with the next panel.

Mr. William DuChessi, Amalgamated Clothing & Textile Work-
ers Union, and Mr. Wilbur Danizls, International Garment Work-
ers Union; is that correct?

STATEMENT OF WILLIAM DuCHESSI, EXECUTIVE VICE PRESI-
DENT, AMALGAMATED CLOTHING & TEXTILE WORKERS
UNION, AFL-CIO, ACCOMPANIED BY STANLEY NEHMER, CON.
SULTANT

Mr. DuCHessi. That is correct.

Mr. HouLAaND. You may proceed, Mr. DuChessi. Without objec-
tion, yoir statement as prepared will be included in the record.

Mr. DuCHessi. Mr. Chairman, I am not going to use the state-
ment in the interest of time. I want to make some off-the-cuff
remarks.

We are talking not only of maintaining an industry, but we are
talking about peopl>. In the southern area of our country in the
textile industry the blacks are coming into our industry very heav-
ily, particularly so in the last 8 or 10 years. And they have no
other place to go. Wita the farms being inechanized, the only jobs
that are availble to them in many of these smaller communities
are in the textile plants and the apparel plants. In the northern
big cities of our country, we are talking about Hispanics, Spanish
speaking, and black people.

I listened with interest this morning to our trade negotiators,
and sometimes I wonder—I want you to know I am a friend of this
administration. I am not attacking this administration. We have
supported this administration—whether or not they take into ac-
count people.

All T hear is negotiated agreements. Qur pecple do not appear in
these negotiations, they are on the outside looking in. They are not
taken into the rooms where the negotiations are going on.

We have a member of our staff who is in charge of our trade
problems sitting in Geneva and he sits on the outside of these
negotiating sessions and has very little to say about what is going
on on the inside of those negotiations with foreign countries.

I also noticed with interest this morning that one of the ways to
control inflation is to permit imports into our couvntry because they
are supposed to be cheaper and our people here in our country can
buy them at less than what an American manufacturer can make
them for.

Last Friday afternoon, or last Friday evening, my wife insisted I
buy some shirts, so we went into Woocf;es up on Wisconsin Avenue,
and in looking around for shirts we bought an American shirt for
me. I don’t know who makes it, but it is an American-made shirt
retailing in Woodies for $15, a short-sleeve sport shirt.

I went over to the next counter and this intrigued me, it is a
colorful thing. I bought it and my wife spotted it. She says to me,
““Nhat are you doing?”’ And I said, “Why?” She says, “Take a look,
it is ‘Made in Taiwan.’” I said, “We ought to get a pretty good
break on it,” not that I would have bought it once she showed me
that, but I bought it anyway, and in looking at the price tag on this
one it retails for $16. They are both polyester-cotton.
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And I wonder just what is going on in this country when groups
of importers and Consumers Union and other groups interested in
consumer problems try tov sell to the American people this idea
that imports are cheaper and can help in the cause of controlling
inflation.

Here is a striking exa:"ple, and I suppose I could have gone
through Woodies and saw ttis, these items, not only in men'’s shirts
but probably in women's sportswear, suiting, you name it, and I
would like to see this committee, maybe you ought to make an
investigation about what is the markup.

I know an American worker in our union making this shirt is
being paid between $3.75 and $4.25 an hour on the incentive
system. Taiwan, 30 cents, 40 cents an hour. Ask me how we can
compete against this. And the markup is even 50 cents higher than
the American-made shirt. Fifty cents higher.

This morning while sitting at the hearings downstairs my office
notified me, and I am sorry Congressman Frenzel is not here, that
Cluett Peabody, makers of Arrow Shirts, a very famous name in
American shirts, have just announced the closing down of two
more shirt factories in his State. The one in Eveleth, Minn., and
one in Virginia, Minn., employ 500 people, two small communities
I have never heard of before, and I can tell you probably the only
manufacturing piants in those communities.

And I can imagine what a nice vacation this is—they are out on
vacation—and when they get back, their plants are closed and this
is the competition that Cluett Peabody and Arrow Shirt has to
compete with, this one here.

In addition to that, this Congress has to make up its mind, in my
opinion, and look at this problem of freight and depth. I heard the
discussions this morning hetween the Congressman from Minneso-
ta and the panel representing industry about the splitting up of
this problem between apparel and textile.

Well, anybody who knows anything about the textile industry or
the apparel industry, they are interdependent. You heard the rep-
resentative of the American Apparel Association. If the apparel
industries in this country—the textile industry cannot sell cloth to
them, it is as simple as all of that, and we are on the verge of what
is, the probable word is of being an endangered species, and prob-
ably if this thing continues in the next 5, 6 or 7 years, we are not
going to have an apparel industry and we will have a very small
textile industry.

So I would like to urge this subcommittee of the House Ways and
Means Corimittee that this better not be treated lightly, that on
this particular problem the American labor and the textile apparel
industry are united.

As you know, there was a press conference around here last
week or the week before where George Meany for the first time
appeared at a panel with industry and labor and enunciated the
policy of the AFL-CIO on this business of textile apparel trade
insofar as it affects our particular problem.

We are not only being hit by this, but even the Defense Depart-
ment. I got a call last week from Xenia, Ohio, the chairman’s home
State, where we have a rope and cordage plant employing some 200
people. They were the low bidders on a contract involving twine
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and cord for the Defense Department. They could not get it because
they have to import more than 50 percent of the raw fiber to make
this rope and cordage.

But where do they give it? Tlkey gave it to a company in Canada,
at a higher cost to the American people, who also import the fiber
from overseas, but something in the Buy American Act, and I don’t
understand it, said that if an American company does not use
American-made fibers or something, 50 percent or under, they are
not eligible for this particular bid.

Now, I have the statements here. Congressman Brown of Ohio is
working on this and Senators Metzenbaum and Glenn of Ohio are
working on this problem. You know, you talk to people back in the
shop, they don’t understand this kind of English. They want to
know what is our Government trying to do to us.

And I want to urge in conclusion that this committee take this
problem seriously. We intend to help you all we can with our
lobbying effort up on this Hill in getting our people aroused on this
nroblem. And you don’t have to arouse them, all you have to do—
you know, our union 1 year ago last May in conjunction with my
colleague from the ILS, we shut down our industry for 1 day in the
apparel division to bring to the American pesple the plight of our
people in the cities across this country.

Do we have to do that again? I hope not. But if that is what we
have to do to wake up our elected representatives to the probiem
we are faced with, we don’t intend to die without a fight. And we
are going to insist that this problem be looked at, and if we were
here advocating that we don’t want to trade with our foreign
friends, I would think we would have to have our heads examined.

But, boy, you cannot put bread and butter on that table, Con-
gressman, when you don’t have a job. And then when you put them
on welfare, then everybody starts to scream about these bums who
don’'t want to work for a living; they are out there on welfare.

What do you expect people to do? Our American people, and I
am a first generation American from an Italian family, we are
proud people, we want work, not handouts. And the people who I
represent feel the same way. They want jobs at a decent wage
level, and decent benefits, so they can bring their children up in
this country to be proud Americans, and that is what is at stake in
this fight.

And if our trade negotiators don’t understand that, then some-
body has to shake them up, and I hope you, Congressman Holland,
and your colleagues, will make sure this fight is continued in the
Congress and that some relief be given to us through legislation.

We don’t relish this business of coming up before this committee
and urging the Congress to take care of us. The President has the
authority to do it sitting in the White House, and so do his people,
but they evidently, for reasons best known tc themselves, don't
want to address themselves to this problem so we have to appeal to
our elected representatives to give us some relief by legislation.

And thank you for listening to my remarks.

[The prepared statement folluws:]
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Testimony oF WiLLiaM DuCHEssi, EXECUTIVE VICE PRESIDENT, AMALGAMATED
CrotHING & TEXTILE WorkERS UNioN, AFL-CIO

I am William DuChessi, Executive Vice President of the Amalgamated Clothing
and Textile Workers Union, AFL-CIOQ. Among the half millicn members of our
unggn are the workers who produce men’s and boys’ apparel and textile mill
procducts.

1 am here today in support of H.R. 10853 and the ‘nany other bills identical to it
which have been introduced by some 170 members of the House.

In a way it is regrettable that it is necessary for the Congress to be concerned
with this legislation which will put into law what the Executive Branch has the
discretion to do. But the workers and managzment in the fiber/textile/apparel
industry see no alternative at this time to Congressional action to exempt the
products of our industry from tariff cuts in the Multilateral Trade Negotiations. We
urge this subcommittee to report out this bill favorably and we call upon the
subcommittee’s members to work for its passage.

Our union, among other groups, had endorsed the efforts of the Administration to
negotiate more realistic bilateral agreements on textiles and apparel with those
foreign countries which supply the bulk of U.S. imports of textiles and apparel. We
applauded the results of negotiations concluded earlier this year which brought
about ‘‘tougher” terms intended to reduce the volume of imports into the United
States. The new bilateral agreements for example, with Hong Kong, Korea, and
Taiwan provided no increase in 1978 quotas from the levels of 1977.

Unfortunately, our hopes that there would be, at the very least, a leveling off of
imports have turned out to be ill founded. Not only has injurious import growth not
been curtailed but imports have skyrocketed in the first four months of this year.

! RISING IMPORTS AND WORSENING TRADE DEFIC:T HURTING U.S. LABOR AND INDUSTRY

Let me cite a few numbers for the Committee. Imports of apparel were up 27
percent in this four month period over the same period of a year ago. Imports of
fabrics wcre up 38 percent. Imports of yarns were up 44 percent. The tremendous
3;01\3'% in apparel imports this year follows the record high level of apparel imports
0 .

In some of the most critical items of men’s and boys’ apparel, the increases in
imports during the first four months of 1978 were shocking. Imports of sport coats
increased 63 percent over the same period of a year earlier. Imports of trousers
increased 70 percent. Imports of outercoats and raincoats increased 45 percent.
Imports of shirts incre 18 percer.t. Imports of suits increased 7 percent.

'otal textile and apparel imports in the four month period of over 2 billion square
yard e?uivalents represented a level, if annualized, well ahead of the total for all of
1977 of 5.2 billion square yard equivalents. At this rate 1978 imports will reach a
new high, severely impacting an industry already injured by imports.

The impact on the trade deficit in textiles and a%parel is equally shocking. In the
first four months of this year this deficit was $1.3 billion, an increase of almost 100

rcent over the $686 million deficit regist.ered in the same period a year earlier.

he trade performance thus far in 198 follows a record trade deficit in 1977 for
textiles and apparel of $3.2 billion.

As these figures clearly show, the apparel sector of the textile and apparel
industry has been a major contributor to the ever-increasing burden of a massive
trade deficit under which the U.S. economy has been struggling. Already through
the first five months of 1978 the overall U.S. deficit in merchandise trade is 79
percent higher than for the same period of 1977.

Now, it is finally becoming increasir.gly obvious {0 everyone, as increased imports
affect not just our industry but many others as well, that the U.S. trade deficit
cannot be explained away merely by oil imports. In fact, through the first five
months of 1978, U.S. imports of oil amounted to $15.7 billion, while imports of
consumer goods, which include textile and apparel products, totaled $19.2 billion.
More and more industries and workers are coming to learn of the injury that
results from severe import penetration—the same import-related injury which has
afflicted the men’s and boys apﬁarel industry and its workers for years.

A massive trade deficit, whether in textile and apparel products or for the entire
economy, is not an abstract concept, not merely a set of statistics. It is a measure of
the increasing gap between the amount of we import and the goods we export.
And a rising deficit means decreased production at home and the loss of jobe for
American workers.

The impact on jobs in our industry of these massive increases in imports of
textiles and apparel has been most serious. Apparel employment had already fallen
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by 118,000 jobe between 1968 and 1977. Half of this decline in employment occurred
since the first year in which the Multifiber Arrangement was in effect.

In the men’s and boys’' tailored clothing industry the decline in employment as
result of growing imports has been no less dramatic. For example, in 1967 the
number of workers producing men’s and boys’ suits and coats totaled 130,700 jobs.
By 1974, the first year of the MFA, employment in this sector of the apparel
industry had declined to 102,600. Since 1974 employment has fallen even further to
87,900 jobs last year. Thus, this segment of the men's and boye’' tailored clothing
industry has lost some 43,000 jobs, a third of the labor force, over the last 10 years.
In the first four months of this year, Labor Department data indicate that another
1,800 jobs were lost resulting in total employment as of April of only 86,100 workers.

II. THE MTN WILL ONLY WORSEN THE SITUATION

The United States because of its ideals and commitments to other countries in the
world, both developed and developing, hes been single-handedly trying to pull many
foreign economies out of the lingering effects of the 1975 recession and to provide
the fuel for ex.port-led egrowth in many iess-developed economies. All of this strain,
however, lias weakened the productive performance of the U.S. economy and will
continue to coet many of our workers their jobs.

In the fact of this declining trade performance, workers in the U.S. textile and
apparel industry are now further threatened by the prospect of substantial tariff
cuts being offered by our own government in the current round of Multilateral
Trade Negotations. while imports have been growing so dramatically and the
number of jobs in this industry has been declining so seriously, negotiations are
proceeding in Geneva which, in our ju ent, can only have the effect of bringing
about further increases in imports and further losses in jobs. The effect of prospec-
tive tariff cuts which our workers now f{ace are so glum that in an econometric
analysis presented to the Executive Branch 10 months ago, our union forecast that
for only 13 selected items of men’s and boys’ apparel, the tariff cuts being contem-
plated would cause a further loss of 14,000 jobs. We extrapolated from this figure to
all men's and boys’ apparel and concluded that some 60,000 jobs were at stake in
%ur sector of the apparel industry alone. That is the prouspect our workers face in

eneva

H.R. 10853 and the other identical bills before this subcommittee are the only
hope left for the workers and firms in the fiber/textile/apparel industry. We have
petitioned the Administration not to cut the tariffs of this industry. We have
explained that it does not make sense, on one hand, for import relief to be granted
to the textile and apparel industry through the Multifiber Arrangement and the 18
bilateral agreements negotiated under the MFA, and, on the other hand, to have
that import relief vitiated by cutting the tariffs on the products of our industry., We
have said to the Administration that the Trade Act of 1974 excludes industries
which receive import relief under the escape rlause or under the national security
clause from tariff cuts in the Multilateral Trade Negotiations. We have said that if
this philosophy is coirect, which we earnestly believe to be the case, for footwear,
color television sets, specialty steel, and CB radios, it is also correct for textiles and
apparel. Indeed the textile and apparel industry witk. its almost 2.5 million workeis
has a labor force substantially in excess of the combined labor force of the four
industries which have already received import relief under the Trade Act and which
are automatically excluded from the MTN.

Unless textiles and apparel are excluded from the trade negotiations we foresee
increased imports from countries not now controlled under the MFA. As the Com-
mittee knows, there are no global quotas in place under the MFA. The history of
controls on imports of textiles and apparel over the last many years has been that
whenever a country’s exports of textiles and apparel are controlled, importers seek
out and find a new foreign supplying country. By the time the Executive Branch
gets around to taking action to control such imports, the volume of such trade has
reached disruptive proportions. Expeditious action has never been taken to limit
imports from uncontrolled sources.

I-P\‘;rthermore, we foresee that imports will increase from countries already under
control. This will come about either by relaxation of quotas as imports bump up
against existing ceilings, or by the use of the substantial “‘overhangs” in the existin,
bilateral agreements which up to now have not been utilized. Here, too, the recor
of the textile import program has been that, under pressure from foreign govern-
ments, when imports have reached the ceilings specified in agreements with the
United states, our government has asquiesced in relaxing the controls, sometimes
charging the extra amount of imports to the following year’s quotas. The “over-
hang” problem is a serious one. Present ceilings under bilateral agreements provide
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for imporus J)robably 30 percent higher than actual imports last year. That “over-
:ang"hwoul be fully utilized if tariffs are cut as contemplated by the Executive
ranch.

We know from past experience that this will be the case. Immediately after the
Kennedy round was concluded imports of textiles and apparel increased substantial-
ly. Between 1967, the year in which the Kennedy round negotiations were conclud-
ed, and 1972, the final year in which the tariff cuts were phased in, textile and
apparel imports increased by 140 percent, from 2.6 to 6.5 billion square yard
equivalents. This was an annual growth rate of over 19 percent. During the same
period, U.S. production of these products grew less than 5 percent a year, which in
itself was a higher growth rate than we have experienced historically in the textile
and apparel industry.

And we also know from the sad experience of other industries that injury caused
by imports is not easilg' rectified, notwithstanding the language of the escape clause
of the Trade Act of 1974 and the intent of Congrest when it wrote these sections
into that statute. Certainly a record of import relief for only 4 industries out of 31
escage clause cases which have been concluded to date under the 1974 Trade Act is
an abysmal one. The promises made in 1973 and 1974 when this language was being
written never contemplated that only 13 percent of the escape clause petitions
would result in import relief. Our industry and its workers cannot find any solace in
the thought that errors made in Geneva negotiations can be corrected through the
escape clause.

III. THE MTN HOLDS LITTLE CHANCE FOR BENEFIT TO OUR INDUSTRY

The prospects of real benefit from large tariff cuts on textile and apparel products
cre r indeed. Any ‘“opening up” of the textile and agparel markets in Japan or
the European Community which has been suggested by the Administration will
merely create a ﬁreater opportunity for the major textile and apparel suppliers such
as Hong Kong, Korea, and Taiwan, not the U.S. How can anyone believe that U.S.
apparel products will out-compete these low-cost suppliers in the major developed
economics of Japan or Europe when our own domestically-produced apparel prod-
ucts are having trouble competing here in the U.S. market? Increased exports for
U.S. firms will not be a real possibility after tariff cuts.

Other more subtle factors are at work which will prevent real gains to the U.S.
from substantial tariff liberalization. First, our major developed trading partners
are simply unable to offer the same degree of concessions which the U.S. offcrs. This
is due to the extensive use of the value-added tax by other countries, and the
subsequently different method of calculating tariffs which results. Second, there is
the notorious problem of non-tariff barriers (NTB's) which has and continues to
prevent the expansion of U.S. exports. Those NTB's which might be eliminated in
the current N can easily and readily be replaced by any number of other
unforeseen and as yet uncreated NTB's. It wouid be very naive to believe that non-
tariff barriers will miraculously disappear after the MTN.

The international codes on subsidies and on government procurement are of

articular concern to us. We see no gain for the workers in our industry to allow

.S. Government purchases of uniforms and other clothing items to be opened to
world-wide procurement when we know full well that we will never be able to sell
American-made apparel on a competitive basis to any other market of the world
because of the difterence in costs. At the same time we will be losing the important
share of U.S. Government business which the domestic industry now enjoys.

The international subsidy and countervailing duty code is another point of serious
concern. Our union filed eight countervailing duty petitions last November pointing
out that exports of men’s and boys’ clothing and textile mill products from Korea,
Taiwan, India, the Philippines, Argentina, Uruguay, Brazil, and Colombia were
being subseidized by the governments of those countries. About a month ago, the
Treasury Department agreed with us on a preliminary basis that all eight of those

overnments were subsidizing these exports to the United States. In one case,
g(orea, tressury found the amount of subsidy to be de minimis. but they announced
preliminary affirmative determinations in the other seven cases. Just ten days ago
our union filed five more countervailing duty petitions Qointing out that men’s and
boys’ apparel and textile mill products exported by Mziaysia, Singapore, Pakistan,
Thailand, and Mexico were also being subsidizcd by the governments of those
countries.

Under the present statute it is not necessary for our union to appear before the
International Trade Commission to show injury from subsidies on those products
when an affirmative determination is made by Treasury. The time and expense
involved in appearing before the ITC are so great that an injury test for this large
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number of petitions, notwithstanding the subsidy practices engaged in by the for-
eign governments concerned, could be a hardship on our union and its members.
Injury clearly exists when unfair trade practices such as subsidies are engaged in by
foreign governments. Yet the Administration is proceeding with a full head of
steam to agree to an international code which would require an injury investigation
before any countervailing duty is established.

We also understand that the countervailing duty code being negotiated in Geneva
would allow developing cout: ries a period of grace before they would be required to
conform to the no-subsidy : .les of the code. But it is exactly the developing coun-
tries which are the low-cost countries that are creating the biggest problem for our
industry. Accordingly, we are opposed to this code now being negotiated, and when
it is brought back to Congress for your approval we will again make our views
knuwn to you.

IV. THE U.S. POSITION IN THE MTN REFLECTS MISGUIDED GOVERNMENT POLICIES

One brutal fact which the workers of our irndustry have come to realize, a fact
which is evidenced by the major tariff concession the United States may be offering
on textile and apparel products and the Uniied States stance on codes of conduct, is
the United States policy oi actively discouraging labor-intensive industries in the
United States and encouraging their development abroad.

Without the Administration saying so in so many words, we are confronted with
an implicit decision that certain industries, including the textile and apparel indus-
try of the United Statez, are to be considered expendable. We are being sacrificed
for the saiie of a free trade philosophy that is practiced by no other country in this
world except the United States. We are being sacrificed without regard 'to the
impact which our workers will bear.

The final result of such a policy on the economy as a whole, aside from the
dislocation of hundreds of thousands of American workers, will be two-fold. First, we
will become increasingly dependent on foreign suppliers for more and more essen-
tial products and, second, it will create an economy further dependent on the
service secto-. Such trends lead us away from the hasic productive strength which
underlies any truly healthy national economic system.

The irony of this policy, as well as of the major tariff reductions which could
result from the MTN, is that the poorest and least advantaged poriiun of the United
States labor force will be forced to make the most sacrifice The rigid adherence by
the Administration to free trade shibboleths will resuit in sutfering to those least
able to withstand it. Where does the Puerto Rican working in Manhattan, speaking
almost no English, not having completed even high school, find a new job? How can
the cotton farmer, whose family, home, and roots are in Georgia or South Carolina,
move to Seattle, Wazhington or Schenectady, New York in the hope that a job may
be available there?

V. CONCLUSION

The trade figures for the first four m~nths of this year aiready show what
tremendous import increases can occur even without tariff reductions and even with
the “relief” provided by the bilateral agreements negotiated under the MFA.

The firms and workers in the apparel sector of the textile and apparel industry
have heard that the tariff cuts on apparel items will not be too bad. In view of the
current state of our industry, we ask what tariff cuts are not bad? Certain sectors of
the industry could be virtually eliminated by even partial cuts, which would merely
be the straw that breaks the camel’s back.

To workers who lose their jobs or firms which go out of business because of the
MTN, the “cut” will be a fulll 100 percent—not 4 percent or 10 percent. And the
effects will be must immdiate and painful. You cannot “phase in"’ unemployment.

Despite our best efforts, the Executive Branch has not been persuaded to exerapt
the products of the textile and apparel industry from tariff cuts in Geneva. Only
because our import relief—the MFA and the 1% bilateral or orderly marketing
agreements negotiated under it—is based on Section 204 of the Agricultural Act of
1956, and not based on Section 127(b) of the Trade Act of 1974, are we fully exposed
to damaging tariff cuts?

This inequity stands in direct opposition to the recognition by Congress of the
import sensitivity of our industry, which led to the exemption of textiles and
apparel from duty-free GSP treatment.

Our industry has borne an inordinate burden of import increases in the past.
Nevertheless, our industry is being offered virtually as the major United States
sacrifice to international trade in the current MTN. We feel that our firms and
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workers deserve more than this, and we urge you to act favorably and expeditiously
on H.R. 10853.

Mr. HoLraMD. Thank you, Mr. DuChessi. We appreciate your
insight and your assistance on this matter.

I was intrigued by the administration. I believe they said this
morning thcy had only lost 76,000 jobs in the iast 10 years, and the
Brookings Institution says we are only going to icse 41,000 more.

Dﬁ?you have any figures on the number of people actually out of
work’

Mr. DuCHess:. Yes, we have it in the statement as prepared, sir.
We have 365,000 O&}e out of work and on short time at this
moment in life—365,000.

Then let me finish something I had forgotten, if I may, Congress-
man. I would like to put into the record, with the permission of the
committee, a story that appeared in the Dail{"s ews Record, an
industry publication, headlined “U.S.-China Talks on Textile Trade
Urged” by a Mr. Raleigh, dated June 28, and the point I want to
bring out in this newspaper story—you know, we have had quite a
discussion this morning on the ibility of what is going to
happen to us when we open the doors to the People’s Republic of
China. Textile workers earn $37.12 a month, and all you are enti-
tled to is a pension at age 60. And I suppose they need one at age
60. They are probably so overworked they don’t enjoy the life they
live—where with our know-how we live a little longer—and they
will receive 70 percent of the $37.12 of base pay at the time they
retire at age 60.

Now, I would like to ﬁut this into the record with the permission
of the committee for the committee to study, and this is even a
bigger threat.

ow it is all right for them to say to us, well, we don’t have any
trade negotiations, but in due course of time we w11 sit down and
work out some eements. But just open up another door and
when Red China begins to move, we are really going to have our
hands full in textile imports into this country and probably appar-
el, too, because if there is one thing they have in China, it is
people, and manpower, and probably more people than—well, as
the figures show, they have got approaching the billion mark in
thebi\uman beings in that country, I beiieve. So that is another
problem.

It is all right to push it off and say we will worry about it at that
time. At that time we might not be around to worry about it.

Mr. HoLLAND. Thank you very :auch.

Mr. Daniels.

STATEMENT OF WILBUR P. DANIELS, EXECUT4VE VICE PRESI-
DENT, INTEKNATIONAL LADIES’ GARMENT WORKERS' UNION

Mr. Daniers. My name is Wilbur Daniels. I am the executive
vice president of the International Ladies’ Garment Workers’
Union. I am accompanied this afternoon by our vice president,
Evelyn Dubrow, and by our director of research, Dr. Lazare Teper.

I appear before you to endorse, and endorse very strongly, H.R.
10853. We would very much have preferred not hcving to be here.
We would have preferred that the executive branc:: had acted on
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its own initiative to exclude textile and apparel tariffs from further
c§t§, but we are here today hecause we are left literally with no
choice.

Mr. Holland, cur very survival is now at stake, and you have had
a great many figures this afternoon.

Let me just add two more. In 1961, only 4 women’s and children’s
garments were imported for every 100 made here in the United

tates. Last year 34 garments were brought in for every 100 domes-
tically made, and today that figure is substantially higher. No
matter what Mr. Smith says, no matter what Mr. Sgepherd says,
those figures will simply not go away. We have gone from a ratio of
4 to 100 to more than 34 to 100, and that figure has been exceeded
by many individual items.

While imports have been skyrocketing, domestic production has
suffered too.

You had asked a question about emplocyment. By the end of last
year, employment of production workers in our industry was more
than 50 percent below the 1969 peak. Man-hours spent by workers
in garment shops were more than 16 percent below the 1966 peak.
The problem is not going away. The problem is increasingly acute.
It is for this reason that we find it difficult to understand that
existing duties are now being considered for reduction. All that
would happen, if that were to take place, would be that we would
face accelerated iinports, production declines at home, and more
and more unemployment. And the multifiber arrangement in bi-
lateral agreements are not the answer because there are several
loopholes.

The first one is that we do not have agreements with about 82 of
the 100 naticns that actually ship goods to the Uaited States, and
all that we need is a'decrease in tariff duties to accelerate both the
number of countries with which we don’t have agreements arnd the
amount of imports that would be coming in.

The second loophole is that even with the bilateral agreements,
the increases that have taken place have gone way beyond the
annual 6 percent growth rate. Tariff reductions mean only one
thing, they mean lower prices for the importers. Domestic produc-
ers are now required to compete with garments made under totally
unfair competitive conditions, particularly those involving wages.
Further tariff cuts would increase that competitive disadvantage.

What does that mean for us?

It means more and more jobs lost. And the jobs involve not just
figures, not just Brookings lastitution figures, or Department of
Labor figures, they involve actual human beings. Eighty percent of
the labor force in our industry are women. Many of those workers
are in minority groups. But let us not be misled. This is not a New
York City problem alone. It is a New York City problem, but not a
New York City problem alone. It is a Philadelphia problem, Los
Angeles problem, Chicago problem, Alabama problem.

It is a significant urban problem, where much of the apparel
industry is located, but increasingly that industry has migrated to
other areas, to rural and semirural areas, so it is a Southern
problem, a Western problem, a Midwestern problem, a Northern
problem. It is a rural town problem. It is a problem in Mississippi.
It is a problem for the wife of the farmer who enables him to
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survive by going out to work in the garment shop in Mississippi. It
is, in short, a completely American problem.

It hits every area, every type of worker, every type of city, every
type of rural area, and if not for imports, we would today in the
women'’s and children’s industry alone be providing approximately
an additional 187,000 jobs to workers in all those areas over the
United States. To cut imports further would mean that we would
be depriving those workers who are now employed in what is
America’s single largest employing industry, depriving them of
even more job opportunities.

I would like to turn to a number of items that were raised earlier
in this hearing. I am not quite sure what world Mr. Smith and Mr.
Shepherd live in. I do know they don’t live in my world. I do know
they don’t live in what I think is the real world.

To suggest that things would improve certainly does not describe
the apparel industry. The trade deficit in apparel in the first 5
months exceeds $1.5 billion, and at the rate it is going, we wiil
have an annual deficit of $3.8 billion. That simply is, under any
definition I am aware ¢f, no improvement at all.

I want also to indicate that we are part of the complex textile
and apparel industry. An attempt to divide us really does not make
much sense. The deficit in the apparel industry of $3.8 billion
involves garments macde of fabric. That fabric is not made here in
the United States. That fabric is made abroad, so that when we
describe a trade deficit in the apparel industry, it cannot really
logically, realistically, be divided from a deficit in the textile indus-
try. It 1s simply another form in which fabrics are bejng imported.
Instead of being imported o:: a roll, they are impo in the form
of an apparel, but it is stili a deficit that applies with as much
force to the textile industry as it does to the apparel industry.

I heard both Mr. Smith and Mr. Shepherd say that any attempt
to take the textile and apparel industry out of the current negotia-
tions would create some dangerous precedents. Well, let me point
out that there has been special consideration for that complex of
industries over tie last decade or so that really has not created any
wild rush of precedence in other industries, and I don’t see what
evidence there is that things would change if an exception were
made in this instance, how it would change from the fact that no
precedent was created earlier.
hOne of the things that Mr. Smith did not indicate is the fact
that——

Mr. HoLraND. I apologize. I am going to have to interrupt you
and run over to vote, and we have a series of votes under suspen-
sion. We will find it necessary to recess until 2:30.

Mr. MicHAEL DANIELS. Mr. Chairman, I am scheduled to testify
on the third panel. May I ask that my statement be incorporated
as if read?

Mr. HoLLAND. Yes.

[Recess.]

Mr. VaNik. The subcommittee will be in order.

Mr. Daniels, we will be happy to hear the remainder of your
statement.

Mr. DanieLs. Thank you.
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A number of questions were raised about the possibility of the
textile and apparel industry exporting, and I would like tc com-
ment on that briefly.

There is one major disadvantage against the American exports of
textiles apparel to foreign countries which has not been touched on
and which I would like tc describe very briefly. This has to do with
the way both the United States and foreign countries treat the
value added tax.

For example, if we compare charges we levy on French goods
exported to this country with charges that the French levy on
identical goods exported from the United States to France, we find
the following: If French goods valued at $100 are sent here, the
total landed valae is $110.35. If U.S. apparel valued at the same
amount is sent to France, the total landed value is $139. This is the
result of a complex result of the value added tax.

With the committee’s permission, I would like to submit a sup-
plemental statement and some tables outlining this.

Mr. Vanik. Without objection, the additional material will be
included in the record.

Mr. DanNieLs. Thank you.

My colleague, Mr. DuChessi, brought some rather vivid eviderce
both in color and substance to this committee on the shirts that he
purchased, one being U.S. made and the other being foreign made,
both selling at approximately the same price.

I would remind the committee that on several occasions we have
brought forward evidence very much like that, perhaps even more
vivid, and that is iterms made by one company, the very same
brassiere made of the very same fabric, the very same style, the
vary same number of stitches, identical in all respects except that
on2 was made in Mexico, where wage rates were at that point
about one-tenth of what they were in the United States, and the
other made in the United States. Both were retailed ai exactly the
same price.

That brings :ae to some items before this committee that I antici-
pate will be raised later in this session, that is, the impact of
imports on the consumer. In theory the consumer should benefit.
In practice the consumer has not. If one looks at the retai) prices of
apparel in the United States, you would expect that, with the
increase, the very startling increas: in imports, prices would have
gone down. In faci they have not, and they have not for a very
simple reason: Lower price imports have benefited the retailer, not
the consumer, and that is evidenced in one simple set of figures. In
1961, the markup on list price for woinen’s and children’s wear by
retail establishments was 64 percent. In 1976, and this is the period
during which there has been a vast increase in imports, the
markup has gone up to 93 percent. That is where the profit comes
in. That is where the advantage comes in, to the retailer, not to the
consurer, and indeed, it is forgotten that when imports come in
and they leave hundreds of thousands of workers unemployed,
many of those workers, because of the nature of the labor force,
because of their location, are forced to go on welfare. And it must
be remembered that the taxpayer is a consumer. The consumer is a
taxpayer. The consumer pays for that in his taxes directly and
indirectly.
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I would like to conclude by reminding the committee that from
where we sit what is involved is human beings, their futures, their
families’ futures, their children’s futures. What is involved are
human beings in one-shop towns, in rural end semirural areas,
human beings who when they are put out of work have no other
recourses, human beings in urban areas like New York, Philadel-
phia, Los Angeles, Miami, who when they lose jobs equally do not
have recourse for other employment.

Most of those people are employed in cities where manufacturing
employment is declining, not increasing. Those displaced workers
cannot easily take on other positions. It is rather difficult for a
ga ment worker to become a Brookings Institution economist, or
even an IBM operator and programer. They are for the most part
marginal workers, beginning workers, workers who have come at
the threshold of their employment careers and who are not easily
transferred to other jobs. And when Mr. Cline talks about 46,000
workers, a figure which I think we would all be prepared to dispute
because, so far as we can see, his conclusions are based upon 2
pyramid of one assumption on top of another incorrect assumption
on top of yet another one, they are 46,000 human beings, and when
we talk about 189,000 job opportunities lost, those are 189,000
human beings. They are marginal workers. They are workers who
cannot get other jobs easily.

And what is the answer? Whatever the answer is, I don’t believe
it is further tariff cuts and further unemployment.

Thank you.

[The prepared statement foliows:]

STATEMENT ON BEHALF OF THE INTERNATIONAL LADIES GARMENT WORKERS' UNION,
AFL-CIO, BY WiLBUR DANIELS, EXECUTIVE VICE PRESIDENT, INTERNATIONAL LADIES
GARMENT WoORKERS' UNION

My name is Wilbur Daniels. I am the executive vice president of the International
Ladies Garment Workers' Union, AFL—CIO. I appear before you on behalf of our
350,000 members in the United States and Puerto Rico who have seen their brother
and sister workers lose jobs because of imports, and who themselves are in jeopardy
of losing their jobs. We fully endorse H.R. 10853 or similar bills which would
exclude textile and apparel products from the tariftf-cutting negotiations now under
way in Geneva.

Given the present status of the textile and apparel industry in the United States
it seems paradoxical, to say the least, that my colleagues and I should have to seek
a legislative solution. But the executive branch has failed to recognize fully the
disastrous situation facing our industry. We would have preferred that the execu-
tive branch had acted on its own initiative to exclude textile/apparel tariffs from
further cuts. We are here today because we are left out with no choice. Our very
survival is at stake.

Let us look at some of the facts.

Between 1961 and 1977, imports of women’s and children’s apparel, expressed in
equivalent square yards of fabrics ured in their manufacture, increased 770 percent.
Imports this year have zoomed even further.

In 1961, on'y 4 women’s and chiliren’s garments were imported for every 100
made here in the United States. Last year 34 garments were brought in for every
100 domestically made. Today the figure is substantially higher.

For many items of women's and children’s apparel the import penetration ratio
far exceeds the average. Let me cite a few of these horrendous figures for 1977:

1. 125 sweaters imported for every 100 made in the United States.

2. 98 Lnit shirts imported for every 100 made in the United States.

3. 56 brassieres imported for every 100 made in the United States.

4. 55 coats and jackets imported for every 100 made in the United States.

5. 52 raincoats imported for every 100 made in the United States.
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While imports have been skyrocketing, domestic production has suffered. The
physical volume of output of domestic women's and children’s appare; was only 2.5
percent higher in 1977 than in 1961 and was 13.2 percent below its peak in 1972.

Employment of production workers in our industry in 1977 was 6.4 percent below
1961 and 15.2 percent below the 1969 peak. Manhours spent by the workers in the
shggs in k1977 were 5.6 percent below their 1961 level and 16.1 percent below their
1966 peak.

In light of these disastrous facts, it is beyond belief that the existing duties have
even been considered for reduction. Such an act would leave our industry to face
accelerated imports, production declines at home, and the unemployment that
would unavoidably result.

True, the administration has relied in part on the theory that the existence of the
Multifiber Arrangement and the bilateral agreements with the several expor.ing
nations will prevent undue increases in imports as a bLasis for its tariff cutting
proposals. But. the facts show that this rationale does not hold. A reduction in tariffs
will inevitably lead to 2 sutstantial increase in imports and subvert the intentions
of the agreements. This will happen in several ways.

The first major loophole is the fact that the United States has bilateral agree-
ments restricting textile and apparel imports with only 18 out of ¢ _me 100 nations
that actuaily ship goods to the United States. While the agrcements cover many of
the large shippers, new entrants into this trade can and will rapidly expand their
shipments to the United States. There is no doubt that a duty reduction weuld
speed up this process. In the past, the failure of the U.S. Government to act
promptly when uncontrolled shipments rose significantly has led to injury to domes-
tic industry. This process would merely be aggravated if duties were reduced.

The second loophole is the degree to which shipments from controlled countries
can rise beyond the annual 6 percent growth rate provided under the MFA. The
possibilities are many. Quotas keep rising each year even though not fully utilized;
a pickup in demand for imports of a given type may lead to a huge increase in their
importation before the ceiling is reached. Flexibility provisions—borrowing from on:
year to another cr from one product to another—also permit imports of given items
to exceed the basic growth rute. Some items are not subject to specific limitations
but merely to consultation when certain levels are reached. Delayed action, plus the
continued pressure of exporting nations for increases in these levels, once Again
permits imports to rise. It is naive not to understand tiiat a reduction in duties will
lead to a boom in imports and further danzge to our industry.

If the tariff reductions now contemplated were actually carried out, the results
would be disastrous. Tariff cuts are actually nothing more than a cut in the price
charged by the exporter for his goods. Domestic producers are now forced to com-
pete with garments made in the low wage areas of the globe. The labor-intensive
nature of garment production enhances the importance of wage differentials. Ameri-
can producers now must compete with a long list of subsidies to apparel producers
in foreign countries. If, on top of this, a further price cut is put into effect, it will
spell the doom of the U.S. apparel industry. Even in the absence of imports, the
apparel industry in the United States is highly competitive. It is often a marginal
business. Net profits average one to two percent of sales. It cannot withstand much
more competitive pressure from abroad.

Numerous studies have been made of the potential loss of jobs if duties were
reduced. While the studies differ on the number of jobs that will actually be lost, all
of the research agrees on one thing—jobs will be lost.

These are jobs our Nation can ill afford to lose. Many of these displaced workers
have few job alternatives. Some 80 percent are women. Many are members of
minority groups. Many reside in rural communities where the apparel or textile
plant represents the key source of manufacturing jobs in the area. Many workers
are concentrated in urban centers where apparel or textile plants constitute a major
base of the local economy. These workers have little opportunity for other employ-
ment, given their schooling, age and other personal characteristics. If not for im-
ports, in women's and children’s apfarel alone, we could be providing an additional
187,000 workers with gainful employment. We dare not permit this number to
increase.

We should not make the mistake of trading our remaining jobs for the promise of
heightened exports, for that is all it is—a promise. Given the nature of the world’s
trading system, there is little likelihood that there will be a significant improve-
ment in our Nation's apparel exports. Apart from ability to compete in terms of
price against low wage nations, we are faced with an insurmountable host of
nontariff barriers which prevent our goods from gettinf to foreign markets—Ii-
censes, cr-dit restrictions, fees, regulations, et cetera. If other nations were to
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reduce their tariffs on our goods, they would still be prevented from entering their
countries in fair amounts.

I must also share my concerns with you over some of the other matters being
negotiated in Geneva. On the table are several international codes which if adopted

couliidseverely affect our industry and its workers just as surely as a tariff reduction
woula.

A safeguards code could undermine the MFA and the various bilateral agree-
merts were it to encompass the MFA. The MFA and the bilaterals are a completely
separate agreement and should remain so.

here would also be harmful effect if a countervailing duty and subsidy code were
adopted. The United States is being pressured to accept a requirement that there be
a finding of injury before a countervailing dug0 is imposed. This would mean
unnecessary delay while the International Trade Commission conducts its investiga-
tion. The time and expense of defending the case would be a deterrent against such
cases being fiied. Such a requirement should not be negotiated.

Thirdly, a Government procurement code is being negotiated. Bidding on Govern-
ment contracts would be open to all suppliers, domestic or foreign. In our industry
where wage costs play so prominent a role, our domestic manufacturers wouid be at
a clear disadvantage against low-wage producers in the Far East or Latin America.
There would clearly be no opportunity for compensating gains in producing for
foreign governments. Were such a code to be adopted, at the very minimum a
provisi(lm should be made for excluding labor-intensive products such as textiles and
apparel.

Eet me sum up. In the light of the executive branch’s failure to exclude textile
and apparel products from the tariffcutting negotiations now under way in Geneva,
the only possible salvation for our industry is legislative action to accomplish this
exclusion. This is what H.R. 10853 is all aivout.

1 urge its prompt passage.

Mr. VaNIk. I want to thank you very much.

During the last 9 months, industry and labor groups have fi:ed
numerous countervailing duty, antidumping cases.

Do you believe that enforcement of the existing trade laws would
protect you against unfair trade practices, and if not, what changes
would you make? '

Mr. DaNiELs. My colleague, Mr. Nehmer, would like to reply to
that.

Mr. NEHMER. I am a consultant to the Amalgamated Clothing
and Textile Werkers Union.

Mr. Vanik. You have got some recommendations that were made
in connection with our request for changes in the law.

Mr. NEHMER. I believe so, yes. . o

The Amalgamuted has filed now 13 countervailing duty petitions,
originally 8 in the beginning of November and 5 more about a
week ago. We received preliminary, affirmative findings on seven
of the eight.

The record of the Treasury Department’s enforcement of the
countervailing duty statute leaves, to say the least, much to be
desired. The various provisions in the countervailing duty are
being ignored by Treasury, a very simple one. They are missing
statutory deadlines, for example. They are not fulfilling what is
required there. They are netting out various taxes paid by indus-
tries to reduce the impact of countervailing duty which is then
imposed, and then the waiver authority, which has been terrifically
abused. I think if we have not submitted much of this in detail, we
plan to do so for the committee. .

Mr. Vanik. Is the problem of imports from European nonbila-
teral quota countries becoming more serious? Is the problem of
imports from European and nonbilateral quota countries becoming
more serious?

32-859 O -178-18
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Mr. Daniews. It has lately begun to be a potentially serious
%roblem, particularly from countries like Portugal, Spain and

reece.

Mr. Vanik. When the committee resumes consideration of the
administration’s tax proposals, what provisions would best help the
industry and lator in meeting foreign competition—the immediate
expensing of OSHA and EPA, or research and development tax
credits or capital gains?

Mr. DANIELS. I think some of the items that you suggest would
be helpful, and w¢ would be prepared, Mr. Chairman, to submit a
statement to you later on specific items where we think it would be
of help. Research and so on would be one of the areas, hut we will
submit such: a statement to you.

Mr. VaNIk. I would gather that you would rather we fine tune
these incentives rather than spread them across the board——

Mr. DaNiELs. Yes.

Mr. VANIK [continuing]. So that we would operate where they
would have the greatest impact aiid produce the greatest amount
of industrial activity.

Mr. DANIELS. Yes.

Mr. VaNik. Mr. Holland.

Mr. HoLLAND. Thank you, Mr. Chairman.

Mr. DuChessi has left the room. I just want to thank him and
you, Mr. Daniels, for your good statements and your continuing
interest in this problem.

As we move toward the conclusion of this hearing, I think what
you have done is probably the best thing we could have done: Try
to focus the general public attention on this very real pioblem.

I was taken this morning by somebody mentioning the press
coverage of the sudden loss of 5,000 jobs in one day in Ohio as
being a banner headline matter, and the administration saying
that only 76,000 textile related jobs were lost in 10 years, is to me
far more tragic although more gradual. And I guess it is like
comparing a plane crash which gets all the coverage, and 45,000
highway deaths that occur every year, there is just the difference
in emphasis. I think as we bring this matter more to the public
attention and frankly keep it in the political realm in this country,
which you and your groups have done so much to bring about, will
be about the best way we will get relief.

This bill Mr. Broyhill and I introduced isn't the entire answer, I
am sure, but your cooperation and assistance have brought it to a
point where it may be the beginning of the proper answer. And as
w- move along with the bill, I hope your interest will, and I am
sure it will, continue, intensify, and help us educate the other
people in the Congress as to just what a tragic human loss it is to
have so many jobs and job opportunities lost by what, in my
judgment, is not the neglect of this administration but the neglect
of the previous a¢ministration, and the one before it. We are today
reaping the tragedy.

I was looking at the figures on specialty steel, color television,
footwear and CB radios. I don’t want to see these figures textile
applied to the apparel industry. That is what this bill is designed to
do, help keep us out of that column.
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I again thank you because you in all our committee hearings on
this subject provided the kind of persuasive human-related argu-
ment we need so much in this particular instance.

Thank you sgain, Mr. Chairman.

Mr. DanikeLs. Thank you, Mr. Holland. I can assure you that we
will continue our interest because our very survival is at stake, and
I can state both on behalf of the ILGWU and the Amalgamated in
that respect our very survival, not just as an institution but as an
industry, is n% stake.

Mr. NEHMER. Let me add, if | may, Mr. Holland and Mr. Vanik,
we are very grateful to both of you, Mr. Holland and Mr. Broyhill,
for introducing this legislation and to you, Mr. Vanik, for holding
these hearings. We consider this the beginning to move this prob-
lem ahead and we plan tc work as hard as we can with you to see
it bear fruit at this session of Congress. We are grateful to both of
you.

Mr. VaNIK. We thank you for your time and testimony. The next
panel will be American Retail Federation, Herbert Strawbridge,

resident of Higbee Co.; William R. Cline, senior fellow, Brookings
nstitution, the American Importers Association, Mr. Michael P.
Daniels, counsel; and the U.S. Council for an Open World Econo-
my, David J. Steinberg, president.

The American Importers Association, Mr. Daniels, has submitted
his statement for the record. It will be admitted without objection.
Also, I regret that our running longer than planned has caused
scheduling problems for Consumers Union, so we will enter their
testiinony in the record at this point.

[The following was submitted for the record:)

STATEMENT OF MICHAEL P. DANIELS ON BEHALF OF THE AMERICAN IMPORTERS
ASSOCIATION

Mr. Chairman, members of the Committee, my name is Michael P. Daniels. I am
a partner in the firm of Daniels, Houlihan & Palmeter of this City. I appear before
the Committee »day on behalf of the American Importers Association, of 420
Lexington Avenue, New York City. The American Imgoiters Association is the
recognized spokesman for importer interests with a memberhsip of over 1,100 firms
engaged in importing. A substantial number of these firms are engag>d in the
importation of textiles and apparel which ar the subject of this bill. We would be
pleased to squly a membership list should the Committee wish to examine the
composition of our membership. It is inconvenient, however, to attach such a list to
our testimony.

We are opposed to HR 10853 and 4 similar bills. We believe this legislation is
based on a conceptual error; is absolutely unnecessary; represents a clear case of
overreaching on the part of the textitle and apparel industries and their unions;
would not be in the t interests of the United States in the Multilateral Trade
Negotiations and if &assed these exemptions would be %zid for by other industries in
the United States. Ultimately this legislation would paid for by the American
consumer.

The conceptual error which I refer to is the attempt by the proponents of this
legislation to draw an analogy between those products which are subject to import
relief pursuant to Section 201 of the Trade Act of 1974 (and therefore exempt from
duty reduction by virtue of Section 127(b)) and products subject to negotiations
under Section 204 of the Agricultural Act of 1956 as amended.

The analogy does not bear close analysis. In 201 proceedings relief is only granted
when there 18 a finding of injury pursuant to an extensive investigation by the
International Trade Commission, including staff investigation, public hearings and
the collection of evidence and data by questionnaire and other methods. Such
findings are subject to review by the Executive Branch which includes the initation
of views by the Trade Policy Staff Committee and inter-agency deliberations up to
the highest level of the United States government.
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In negotiations conducted under the authority of Section 204 there is no require-
ment for any public or investigative proceedings nor is there any criteria of injury
or indeed any other criteria for such action.

United States action under Section 204 is governed by the Multifiber Arrange-
ment (MFA) as extended. Articles 3 and 4 of the MFA are the provisions under
which restrictive actions ere taken. There are standards and criteria for taking
action under Article 3 which governs unilateral action, but there are practically no
standards for Article 4 action, which is the authority under which bilateral agree-
ments are negotiated, and which governs all of the restraints taken by the United
States. The administration has never, and apparently will not make findings on
injury or market disruption prior to taking such Article 4 action. Ind the
characteristic of American action under Article 4 has been the so-called comprehen-
sive approach which covers all textile and apparel products whether or not there is
any evidence of market disruption relating to any particular product. This has been
a result strongly desired by the American industry since they thereby obtain protec-
tion for products where there clearly is no market disruption involved at all. If
American textile restraints were all fy way of Article 3, and if the United States
prior to taking Article 3 action made findings of market disruption pursuant to the
standards and criteria of the Multifiber Arrangement then perhaps there would be
some analogy with Section 201 of the Trade Act governing safeguard actions. This is
not, however, the way in which the United States operates its textile program.
Therefore we believe that the attempt to equate 201 and Section 204 actions is
indefensible.

It is ironic that in the Kennedy Round the textile and apparel industries were
arguing against tariff cuts in the wool and man-made fiber sectors since these fiber
sectors were not covered by the then Long-Term Arrangement on cotton textiles. I
this rcund of negotiations they have reversed field and argue that because such
arrangements are in place there should be no tariff reductions. The arguments
advanced on behalf of this legislation then appear to be arguments of convenience
and not of substance.

Even if the textile and apparel industries had a case for reduced reductions in
duties from the formula approach agread upon in Geneva or the exemption of
particular products, this legislation represents an extreme and unnecessary a
proach to the problem. The Congress has set forth in the Trade Act of 19&.
elaborate pre-negotiation procedures which have given these industries every oppor-
tunity to make their case and affect the fianl shape of the United States offer for
duty reduction These have included intensive investigation by the International
Trade Commission and procedures before the Executive Branch of government. As
members of an ISAC committee, representatives of th:se industries have hel
develop and have been privy to the offers made by the United States and have had
full opportunity to comment upon them.

Indeed, our understanding is that the United States offer in the textile and
apparel sectors is substantially less than the 40 percent reduction agreed upon in
Geneva as the genaral rule and there are a cubstantial number of exemptions of
particular products ir. the United States offer. We further understand that this offer
is currently under review for further withdrawals. It appears to us that the proce-
dures of the Trade Act represent more than adequate protection for these indus-
tries. Based upon our knowledge of the United States offer this industry has
effectively presented its concerns and obtained extraordina y special treatinent.

There 18 a very weak case against duty reduction for this industry. The textile
and apparel industries are the most protected and, in our opinion, overprotected
industries in the United States. The 18 bilateral agreements which ihe United
States has negotiated under the authority of the MFA cover the bulk of our textile
and apparel import trade, and, as stated by the administration, “only 6 percent of
United States textile and apparel imports are from less developed countries with
which we have no agreement.” These agreements are extraordinarly restrictive.
Again, as stated by the administration, imports from countries covered by these

eements grew by an average annual rate of only 0.7 percent between 1972 and
1977. In addition to the bilateral agreements textile products are completely
exempted from the provisions relating to the generalized system of preferences
(GSP). Exactly to the point of the bill before the Committee, the textile and apparel
sectors have the highest duty structure of any major industrial group in the tariff
schedules. Attached hereto is Table 1 which shows the value of United States
imports for consumption by tariff schedule by ranges of ad valorem equivalenis.
Table 2 shows U.S. imports for consumption by tariff schedule, and proportions
dutiable in var.ous ranges of ad valorem equivalents. An examination of the tables
substantiates our contantion that these industries have the highest rate of duty
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protection of any industry in the United States. These duty levels are also consider-
ably higher than duties on textile and apparel products by the other principal
importing countries, the European Community and Japan. Attached hereto as Table
3 18 a comparison of textile tariffs as computed by the European Commission
showing the ad valorem equivalent of the United States duties substantially above
that of the EEC and Japan. In the distribution of imports by the ievel of duties a
very substant.al proportion of the United States textile products are in the higher
ranges above 20 percent with practically all of the EEC and Japanese duties under
the 20 percent range. The recent ITC study on conversion of sﬁeciﬁc and cor:pound
rates of duty to ad valorem equivalents shows extraordinan‘al{ igh individunl duties
in the textile schedules ranging ur to an ad valorem equivalent of 122.8 percent for
certain wool fabrics. The extremely low rates of duty existing in Japan and the EC
have made this a difficult negotiation, since these countries are reluctant to reduce
their duties further in the face of such extraordinarily high United States duties in
these sectors.

Given these extraordinarilf high rates of duties we believe that they shnuld be
subject to at least the formula duty reduction of 40 percent, a result wiich should
be palatable to our economic interests, particularly since it is contemplated that
these duty reductions will be staged over a long time period.

We believe that the Committee should bear clearly in mind that if this legislation
is passed and the textile and apparel sectors are exempted from the Multilateral
Trade Negotiations there is a substantial risk that the entire negotiations could fail.

It is also important to note that should this legislation be passed it will be other
American industries who will pay the price. Under the rules in Geneva, exemptions
made in one area must be made up by cuts in other areas so that other American
industries will pay the price of greater exposure to import competition. The way we
believe it will actually work in (reneva, however, is that withdrawals or derogations
from the formula cut will be rr .3t with simiiar withdrawals and cuts on the part of
our major trading partners and that it is not likely that these cuts will be confined
to the textile area. Rather, we believe, withdrawals will be sought by our trading
partners in areas of greatest interest to American exporters.

The question clearly before this Committee therfore, should it seriously consider
this legislation, is whether it is worth sacrificing the interest of other industries
with an export potential in order to grant such extraordinary protection to the
textile and app~rel sectors.

In the end the ultimate price of such exemption would be paid by the American
gor:lsumer who has already faced rising prices for his clothes, a large item in family

udgets.

Ing view of the shortness of time I will not burden the Committee with statistics
bearing on the performance of this industry or the pattern of imports into the
Uni States. Should the Committee desire we would be more than pleased to
submit our analysis of the available data.

For the foregoing reasons we respectfully urge the Committee to take no action on
this legislation.
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STATEMENT oF JAMES N. BARNES ON BeHALF oF CoNsUMERS UNION oF UNITED
StaTES, INC

I am James N. Barnes, an attorney with the International Project of the Center
for Law and Social Policy, a non-profit public interest law firm in Washington, D.C.
I appreciate the opportunity to present the views of Consumers Union of United
States, Inc.! on H.R. 10853, which would exclude all Multi-Fiber Agreements (MFA)
products from the current round of Multilateral Trade Negotiations (MTN).?

Consumers have a strong interest in any legislation affecting the textile and
apparel markets, and particularly the importation of these commodities. The level
of perscnal expenditure by the average American consumer for clothing alone
represented 6.4 percent of disposal income in 1976. The American consumer, espe-
cially the low and moderate income wage earner, benefited both in terms of price
and choice from the availability of a larger axd more diverse market. Restricting
imports of textiles products adds to the cost of goods, limits consumer choice, and
limits competition within the industry.

From our point of view, even the present high levels of protection for the textile
industry have not been established with proper regard for the interest of consurers.
In particular, the impact of restrictions on textile imports on consumers—and
especially on lower income groups—has not been given sufficient consideration by
the responsible federal agencies. We are not aware of any recent studies on this
issue by the U.S. Government. The few studies done by private researchers demon-
strate, however, the need for further consideration of this question. We do know
that the cost to the consumer is significant. In February 1973, Ilse Mintz, formerly
of the Natioral Bureau of Economic Research, in a study entitled “U.S. Import
Quotas: Costs and Consequences,” estimated that the total cost of textile quotas in
1972 was approximately $2 - billion, and that by 1976 it might reach as much as
$4.7 billion. C. Fred Bergsten, formerly of Brookings Institute, in an analysis enti-
tled “Import Quotas in Textiles and the U.S. Economy” (April 1974), estimated that
the cost to the consumer is considerably higher than these figures. He also conclud-
ed that the cost of import restrictions in textiles usually falls most heavily on low
income consumers.

Under Section 204 of the Agricultural Act of 1956, a finding must be made, prior
to the imposition of a restrictive quota, tha! actual or potential market disruption is
being caused by imports. We are unaware of the actual basis for various import
restriction decisions, because the decision-makgg process is insulated from public
scrutiny.® Consuiner Union has actively attempted, with very little positive response
from the government, to raise these issues and opern up the process of determination
by the agencies as to when a restrictive measure is apprcpriate. In 1973, only as a
result of the settlement of a lawsuit filed by Consumers Union, Consumers Union v.
Peterson, the Commerce Department agreed to make public the list of guidelines
utilized by its Committee and open to the public the meetings of the Management-
Labor Textile Advisory Committee. Consumers Union also filed a suit in 1974
challenging the procedures used by the Executive Branch Committee for the Imple-
mentation of Textile Agreements (CITA) in its adoption of restrictive quotas. In a
series of Freedom of Information Act requests, we have attempted—without suc-
cess—to obtain studies relied upon by CITA regarding the need for particular
restrictive quotas on textile imports. Finally, we would note that a continuing forum
for textile and apparel manufacturers is provided by the Management-Labor Textile
Advisory Committee of the Commerce Department, on which these groups are
heavily represented. In comparison, only one consumer representative, recently
appointed, is a member of the Committee.

! Consumers Union is a nonprofit membership organization chartered in 1936 under the laws
of the State of New York to provide information, education, and counsel about consumer goods
and services and the management of the family income. Consumers Union’s income is derived
solely from the sale of Consumer Reports, its other publications and films. Expenses of occasion-
al public service efforts may be met, in part, by nonrestrictive, noncommercial grants and fees.
In addition to reports on Consumers Union’s own product testin%.‘ Consumer Reports, with more
than 1.8 million circulation, regularly carries articles on health, product safety, marketplace
economics and legislative, judicial and regulatory actions which affect consumer welfare. Con-
sumers Union’s publications carry no advertising and receive ne commercial support.

s Marilyn Moriarty, a student intern at the Center, assisted in preparing this testimony.

* The (.xreneral Accounting Office concluded in 1974 in its report, “Economic and Foreign
Policy Effects of Voluntiry Restraint Agreements on Textiles and Steel,” that (1) there is no
evidence that responsible agencies have ever assessed '‘the arguments for protection and the
most appropriate form that protection should take”; and (2) “restraints continue without regard
to current or prospe. ive conditions, and, in fact, have been broadened as far as textiles are
concerned.”’ In our opinion, that statement remains true today.
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Enactment of H.R. 10853 would be another case, in our view, of favoritism to the
tex‘ile and apparel industries without any consideration of the impact on the
consumer or the overall national interest. H.R. 10853 would decrease the importa-
tion of less expensive textiles and textile products. Consumers Union is opposed to
the bill, not only because the domestic textile and tea(i)parel industry is overprotected
and the import market already severely restricted, but additionally because the
exclusion of these commodities from the MTN negotiations would undesirably com-
prise the bargaining position of the United States and have a detrimental effect on
the U.S. economy overall. If the United States withdrew textile products from the
overall package being negotiated in the Tokyo round, other key trading nations
would likewise remove important segments of their offers.

United States trade policy for the last 30 years has been to support efforts to
expand trading relationships with foreign countries and to reduce trade barriers. An
important component of this process has been a commitment to the negotiation of
multilateral trade negotiations, such as the ones currently taking place in Geneva,
as the most effective method for reducing tariff and non-tariff barriers to trade.
Emphasis on freer trade or trade liberalization as a policy goal has been reaffirmed
by sucvessive administrations.

An analysis of the gains to the United States from trade as well as the impact of
trade restrictions on the United States economy and on particular industries should
be the basis on which the freer trade versus protectionism debate takes place.
Unfortunately, such analyses are rarely made by our government.

The theoretical foundation for freer trade, as formulated by classical economists
such as Adam Smith, has been refined but not basically changed by contemporary
economics: international trade occurs because every nation has different relative
efficiencies in the production of commodities. The classic doctrine of comparative
advantage does not require each nation to produce every item that it produces more
efficiently than its trading partners. Rather, the gain rather comes from producing
and exporting goods that can be made at a low relative unit cost—compared to the
cost of production of alternative goods—than is the case in other countries. Theo-
retically, each country should trade goods that reflect a comparative advantage for
products in which another country has such advantage.

Thus, the free trade argument is really an efficiency argument for the optimal
allocation of resources within a society and within a world. Consumers can obtain
products at lower prices and can select from a larger quantity and variety of items.
Production gains are obtained because of improvements in efficiency. Finally, im-
ports provice competitive pressures on U.S. industries which result in lower prices
and greaver productive efficiency.

Of course, we all know that tge pure theory of free trade ignores many aspects of
reality that should not be ignored. One of these is jobs, and the dislocations caused
by allowing relative efficiency to run its course. Just as we are all consumers, so are
we all workers, and we must be concerned about the impacts of imports on workers.
But there must be a balance.

Currently, the $30 billion projected trade deficit contributes to a general feelinF
that import competition must he Jimited in order to preserve American jobs. Al-
though estimates of job displace:nent due to increased imports are filled with
uncertainty, econometric studies do seem to agree that job losses caused by <hanges
in domestic demand and lebor productivity are much more significant than are job
losses due to trade. These studies indicate that job losses due to imports are not very
significant from a macro-economic point of view. But the impact of imports on
selected industries, primarily those with lower-skilled and less relatively productive
workers, is a problem.

The U.S. response to problems faced by industries that arguably are suffering
from imports has been a mixture of both free trade and protectionist policies.
Genera! U.S. trade policy has consistentl{ endorsed a liberal worldwide tradin
network as being the best way to protect all of our citizens in the long run. The U.S.
has understood that a policy of unilaterally limiting imports in order to minimize
losses to particular groups would be counter-productive. g‘?)e U.S. has also acted on
the belief that workers with obeolete skills or companies producing noncompetitive
products should be compensated or helped to adjust to the new economic situation.

THE TEXTILE INDUSTRY IS ALREADY HEAVILY PROTECTED

The American textile and apparel industries are already heavily protected b
international azreements and domestic legislation. As early as the 1930's, the U.S.
Government began secking and obtained international eements to protect the
textile and apparel industries by restricting the level and type of textile imporis.
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In 1961, the United States requested the GATT to convene a conference of textile
importing and exporting nations. A short-term (one-year) cotton textile agreement
was negotiated at that conference, followed the next year by the Long-Term Ar-
rangement Regarding International Trade in Cotton Textiles (LTA). The LTA even-
tually was extended through 1973. Under the auspices of the LTA, the United
States concluded several bilateral agreements regulating U.S. cotton textile imports,
and during the ecrly 1970's began to negotiate bilateral agreements regarding man-
made and woolen textile imports as well.

In 1974, the Arrangement Regarding International Trade in Textiles, also known
as the Multi-Fiber Agreement (MFA) became effective, extending trade controls to
include not only cotton, but wool and man-made fiber textiles and textile products.
The MFA was renegotiated in December 1977 and is in effect for at least the next
four years. Almost 50 countries have become parties to the MFA, which control in
the aggregate almost 85 percent of world trade in textiles. Pursuant to the MFA,
the United States has restricted the imgortation into the U.S. of textile and appare!l
goods through bilateral agreements with 18 exporting nations, and through in&rmal
agreements with at least 10 additional countries that are operative whenever a
specific problem arises necessitating restrictions. The bilateral agreements set an
aggregate limit on total imports from the specific country, a quota for group prod-
ucts such as wool items, and additionally may provide for special quotas on “sensi-
tive” items. The MFA generally provides an opportunity for imports to expand a
little each year. Average textile tariffs now are about 24 percent. As Mr. Cline has
pointed out, the Swiss formula being used in the MTN would cut textile tariffs to
ap&roximawly 10 percent, a substantial anti-inflationary reduction.

hile the industry has urged that a large number of jobs have been lost to
imports, total employment (2.3 million jobs) is only down approximately 20,000 jobs
from 1965. Moreover, the aggregate ratios nearly as high as in footwear (50 percent)
or TV sets (37 percent). According to the Congressional Research Service (CRS),
during the 1971-1976 period the import penetration ratio in cotton textiles in-
creased from 12 percent to 19 percent, in wool the ratio declined from 28 percent to
23 percent, and in man-made fibers it dzclined from 10 percent to 7 percent. The
only portion of the industry that appears to have real problems related to imports
are some particular apparel products. A&%rel imports have risen rapidly through-
out the 1960’s and 1970's. According to , one out of every four garments sold in
the United States is imported, as compared to one in twenty in 1966. But, as Mr.
Cline has testiufied, it appears that the number of additional jobs that mighjt be lost
to increased textile and apparel imports would be small relative to total employ-
rent in the industry, and labor adjustment would be feasible. Labor adjustment to
the job losses projected by Brookings probably could be accommodated through
attrition over a 5-10 year period.

Under Title Il of the Trade Act of 1974, the industry is also eligible for financial
and technical assistance if increased imports are the cause of a decrease in a firm’s
production, sales or employment level. Guaranteed loans can be obtained under this
program up to $3 million per redevelopment program, and technical assistance is
provided through the Federal Government or the private sector.

The textile and apparel industries are in fact taking advantage of these assistance
programs and industry workers accounted for 16 percent of the total number
receiving benefits. This does not constitute, however, a disproportionately high
number: at the March 30, 1978 meeting of the Management-Labor Textile Advisory
Committee, the Labor Department spokeman noted he could “not conclude that the
textile and apparel industry is more heavily impacted by imports than other indus-
tries” and that a larger number of workers from the automotive and steel industries
are involved in the TAA petitions. In response to criticism from the textile industry,
the Administration also recently directed that steps he taken to improve and short-
en the processing time for claims for relief under this program. In short, adequate
means of protection are aiready available to this industry.

THE TEXTILE AND APPAREL INDUSTRIES MUST BE VIEWED A8 A WHOLE

Consumers Union believes that the textile industry and asparel industry must be
viewed together. Their overall economic status is healthy. In dollar value, the U.S.
has exported in the last four years more textile mill products than it imports. In
1971, tgg industry ship an all-time high of textile exports, including filaments of
$1.857 billion. Sales of textile mill prcducts increased from $21.8 billion to $33.9
billion from 1969 to 1976. :

Both industries are operating at a high rroduction level, with an average work
week of 40.3 hours per week for textile mills and 35.3 hours per week for apparel
manufacturers. The average week for all domestic manufacturers is 40.1 hours. The



280

level of production is increasing every year and American consumption of cotton,
wool and man-made fibers has doubled in the last decade.

While the apparel industry has been affected by importation of less expensive
goods, several other factors have contributed to the current decline in the apparel
industry's economy. I* is simplistic to assert that unemployment is caused primarily
by imports since new machinery and changes in consumer trends are also important
factors. One pervasive factor, affecting both the textile and apparel industries, has
been the dramatic shift from natural to man-made fibers. From 1960 to 1972, U.S.
consumption of wool fibers declined by over 50 percent and cotton declined more
than four-fold. The shift to fabrication of textile articles from man-made fiber
filament yarns, for example, eliminated the need for yarn spinning operations.
Many of the processing operations (e.g., cleaning, scouring, carding, etc.) required in
preparation of natural fibers were also reduced. This shift has facilitated increased
automation, e.g., high speed looms and knitting machines. Imports have real impact
on a limited number of subsectors of apparel industry, which can’'t compete with
cheaper foreign prices—e.g., gloves, wool sweaters and cotton shifts.

H.R. 10853 COULD UNDERCUT THE U.S. POSITION AT THE MTN SESSIONS AND ITS
FAVORABLE STATUS AS A NET EXPORTER OF TEXTILE GOODS

The Trade Act of 1974 indicates that a principal U.S. negotiating objeciive shall
be to ‘“‘enter into trade agreements * * * to assure the United States of fair and
equitable access at reasonable prices to supplies * * * which are important to the
economic requirements of the United States.” Any analysis of what is to be subject
to the MTN sessions must consider this objective, which encompasses the interest of
the American consumer in a diversified market. The exclusion of these MFA prod-
ucts from the MTN sessions may be detrimental to the U.S. position. The MTN
tariff negotiations have a potentially significant effect on the worldwide economic
situation. As discussed above, the United States has an active policy of continuing to
liberalize trade because of the overall benefits to our economy. The MTN sessions
will require very sensitive bargaining to achieve an acceptable trade scheme to all
sides. Textiles for both importing and exporting countries are an important com-
modity. In this light, the problems of one particular segment of one industry cannot
be viewed in a vacuum: while a tariff reduction on certain textile imports could
conceivably have an adverse effect on certain subsectors of the apparel industry, the
overall benefits of a more favorable balance of trade arguably call for a tariff
reduction. As the balance of trade improves, the U.S. economy will experience
increased efficiency in domestic industries, a reduction of inflation, and consumer
savings.

Greater emphasis should be accorded to increasing our exports not restricting
imports of textiles and textile products. We note, for example, that recently a
special committee, the Trade Facilitation Committee, was established to promote
U.S. exports of textile goods to Japan, and $50-55 miliion worth of apparel alone
was purchased in March 1978 as a result of these efforts. This is the tvpe of
measure which appears most desirable.

CONCLUSION

Consumers Union urges that the additional protection called for by H.R. 10858
not be given to the textile industry, both because of detrimental impacts on the U.S.
position at the MTN sessions and of increased inflation and hardships for consumers
that would accompany such a restrictive position. Jn our view, the textile situation
is analogous to that faced by President Carter last year regarding shoe imports. He
rejected an [TC proposal for additional restrictive quotas on the grounds that they
would have impacted heavily on low and middle income consumers, as well as
weakening 1J.S. leadership in the international effort to reduce trade barriers. A
speuia. three-year adjustment program providing $56 million of assistunce wos es-
tablished. Congress should iollow the same course here.

Mr. Vanik. We will be happy w hear from you, Mr. Strawbridge.
"his is one of the foremost department stores in the world.

STATEMENTS OF HERBERT STRAWBRIDGE, ON BEHALF OF
THE AMERICAN RETAIL. FEDERATION AND THE NATIONAL
RETAIL MERCHANTS ASSOCIATION

Mr. STRAWBR'DGE. | have already submitted a statement.
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Mr. Vanik. Your written statement will be submitted in the
record as submitted. You may read or excerpt from it.

Mr. STRAWBRIDGE. I do not care to read from it. You have it
before you and I think we can use the time to better advantage on
some other things I have tc say.

A year ago, in response to certain allegations made in the Li-
brary of Congress study on imports and consumer prices, I person-
ally hrought to the attention of the staff of this Subcommittee on
Trade <pecific examples of imported merchandise that refuted most
of the study’s claims. That presentation was followed by my letter
of September 13, 1977 and October 14, 1977 addressed to you as
chairman of this Subcommittee on Trade.

In order to preserve time, I will not reestablish the points made
in my previous presentation and correspondence, but simply state
that many imported items of merchandise, much of which are
basically textiles, benefit the American consumer in positive
ways—by permitting them to purchase quality items at prices far
below what comparable American-made products sell for across the
counters in the retail stores.

I state this emphatically, despite much testimony that you have
heard today. With inflation eating away at the consumer’s pocket-
book, and with growing numbers of American citizens struggling to
keep a decent standard of living in the trying times of major
inflationary forces, it seems prudent to continue tc offer the Ameri-
can consumer all of the possibilities of saving their discretionary
purchasing power. It is basically because of this single point that
Setailers continue to seek increased quotas and lowered tariff

uties.

It simply makes good economic sense to keep the American
buying rather than snuff out the candle that fires vur total econo-
my by letting prices escalate out of reason.

The retailer is the joiner of the production and consumer sides of
our economy. We as retailers believe in a proper balance, bu’. we
want maximum employment of our indust-ies. We also wisk the
very highest level of the consuming purchasing power totally.
Therefore we must protect both sides—producing and consuming.

Today we stand united that certain importing is beneficial to our
economy. Today 've are discussing proposed legislation that would
prohibit the lowering of duties on textiles imported from the Far
East. We submit that this legislation may not be in the best inter-
ests of the great masses of Americans. For many years now the Far
East has been the producer of much of the lowest-priced basic
clothing and other textile items sold in Ainerican stores. Like the
American economy, the economies of the various textile-producing
countries of the Far East have also experienced major inflation.
Coupling those i.creases of basic costs with the decline in the
purchasing power of the American dollar abroad has brought about
major increases in our selling prices to the consumer, which I will
discuss in a moment.

Since duties are applied as a percentage of cost prices, the in-
crease of item costs in dollars increases the dollars in duty. There-
fore duty increases result in the absolute, and thus can be consid-
ered inflationary, if not restrained in some manner. T¢ restrain the
absolute dollar of duty would assist in keeping selling prices at the
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lowest possible level even though selling prices will tend to in-
crease because of the increased inflations of first cost.

Today I have brought before you three examples of standards
that have had major cost increases in the past 3 years, and here I
refer to the first cost, or the price paid to the manufacturer. All
four items have been brought on the same specifications for the
years 1976, 1977, and 1978.

From Taiwan a basic woman's sweater. the manufacturing cost
has risen 37 percent in 3 years, thus the absolute dollars of duty
have risen likewize, and therefore the absolute dollars of duty have
increased about 30 cents per item, which would increase the selling
price by about $1, one basic sweater.

From Singapore, a man's flannel shirt, over 3 years the cost price
has risen about 15 percent and thus the absolute dollars of duty
have increased 15 percent. This increased the selling price about 50
cents per item.

From Singapore, a man’s corduroy shirt, over 3 years the cost
price has risen 45 percent and thus the absolute dollars of duty
have risen 45 percent. This increased the selling price by almost 75
cents.

Net all prices have risen though.

As a fourth example, I present from Korea a man’s dress shirt.
Here the cost price has diminished about 3 percent, and thus the
slight reduction in duty.

As can be seen, and as was pointed out in the correspondence I
referred to earlier, any cost increase of such maynitudes are re-
flected by increasing selling prices, and I am proud to say that the
majority of the sales wé make on these items have not increased
proportionately to the base price increases, and if the duties in
absolute dollars not counted to be increased, it will help all retail-
ers keep reasonable lids on selling prices.

Once again, I thank you for listening.

[The prepared statement follows:]

StATeMENT OF HERBERT E. STRAWRRIDGE, ON BEHALF OF THE AMERICAN RETALL
FEDERATION AND THE NATIONAL RETAIL MERCHANTS ASSOCIATION

[ am Herbert E. Strawbridge, Chairman of the Board ard Chief Executive Officer
of the Higbee Company. The Higbee Company is a large retailer in the northeast
section of Ohio. We employ 6,000 to 8,000 persons, depending upon the season of the
year, and have approximately 3,000 stockholders. Today I am represe .ting the
American Retail Federation, an umbrella organization representing the 50 state
retail associations, 31 national retaii associations, and corporate members. The
Federatior. represents, throu&})\ its members, over 1,000,000 retail establishments
. that employ nearly 14,000,000 Americans. 1 also am representing the National
Retail Merchants Association, wt.ich is a non-profit national tradc association com-
posed of approximately 3,500 members who operate some 35,0(0) general merchan-
dise retail stores with an aggregate sales volume of some $95 billion annuaily. Two-
thirds of its members are small businesses under $1 million annually, ar.d members
range in size from large national chains to small specialty shops employing 2.5
million workers across the nation.

The American Retail Federation and the National Retail Merchants Association
urge you to take ro action on H.R. 10853 for two reasons: First, such an action
would interfere with the Multilateral Trade Negotia.ions and have a very adverse
effect o~ ‘uternational trade; and second, H.R. 10853 would have an adverse effect
upon consumer prices in the United States.

The “ultilateral Trade Negotiations are in their most critical period. After years
of special study through Industry Sectoral Advisory Committees established by the
Congress under the Trade Act of 1974, the United States has developed a balanced
trade proposal The textile industry has had the opportunity to make its views
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known through those advisory committees as have other industries. When the
United States submitted its negotiating offers in January of this year it did so based
upon the advice of the ISAC’s, the policy committees, informa ion from the United
Stata- International Trade Commission, and from public cominents filed with the
Trade Policy Committee. In order to achieve a U.S. tariff reduction policy in a
nondiscriminatory manner, the Office of the Special Trade Representative estab-
lished standards for determining which products would be negative exceptions to
the tariff reduction formula finally agrecc to in the multinational trade negotia-
tions. These U.S. offers reflect a balanced approach to the international trade
problems affecting all United States industries, groups and citizens. At this critical
stage in the negotiations, an exemption for all products covered by the Multifiber
Arrangement would certainly have an adverse effect upon the negotiations. It would
:‘lso l:_el 37;epudiation of the advisory system established by Congress in the Trade

ct o .

The second reason, which to retailing may be the very primary reason that H.R.
10853 should be disapproved by this committee, is the adverse effect which it would
have on consumer prices. In this day of rising irflation, anything which adds to the
cost of goods or limits competition will have an inflationary impact. The marketing
techniques of the American retail industry permit the offering to the American
public of a broad assortment of merchandise at reasonable prices. The prices of
small or large retailers are generally about even, so that there is a good balance
between these two categories of retailers, thus maintaining stiff competition. The
American public benefits frcm that competition. The ability to broaden the offering
of assortments of merchandise in style, quality and price becomes an important
ingredient to a retailer.

Merchandise imported by retailers causes the prices of domestic goods to be lower
than if there were more restrictions imposed u‘i)on retailing. United States consum-
ers benefit from these lower prices. To withhold the Multifiber Agreement from the
tariff reduction formula and tariff cuts of the Tokyo round would operate as a
continuing or additional restriction on importing

One of the options in dealing with inflation caused by the deflating dollar is to
reduce tariffs. In recent years the defiating dollar has added substantially to the
landed cost of imported goods, thus iricreasing the price to the consumer.

The use of both quotas and high tariffs on textiles nd apparel as a protection to
domestic industry limits the selection of goods available to the consumer -and
reduces competition.

Competition among manutacturers is just as important as competition among
retailers, although this is not always recognizea by the manufacturers and labor
unions who would discourage importing. The preser.ce of competition at every level
of distribution is an important factor in reducing consumer prices.

At this time we urge this committee to allow the Specia! Trade Representative to
continue the negotiations on tariff reductions without mandatory legislative excep-
tions such as those set forth in H.R. 10853.

Mr. Vanik. Thanks very much, Mr. Strawbridge.

I was following your statements on the effect of tariff and the
declining dollar. Although the cost of production rises abroad as
the dollar goes down, doesn’t the deterioration of dollars actually
make the payment of tariffs less than the higher value of foreign
currency?

Mr. STRAWBRIDGE. | would doubt it.

Mr. VaNiK. They can provide the dollur< on which the tariff is
assessed for a much lower sum?

Mr. STRAWBRIDGE. No, because it would rise proportionately, so it
remains the same. But it s tecte the selling price and, therefore,
anybody who is on a fixed : ncom:: basis, they are going to have to
pay more in the end for the unsi: goods.

K/Ir. VANIK. Let me ask you this, in a department store like your
very fine store in my home city, what proportion of the goods are
made in the United States and what percentage are imported?

Mr. STRAWBRIDGE. We cannot answer that definitively because
we don’t know the components of the American domestic goods.

Mr. VaANIK. I am just talking about your store.
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Mr. STRAWBRIDGE. Qur direct purchases are less than 5 percent
of our total sales. And of the apparel and textiles it would be less
than 3 percent. That would be higher for an American department
store. So what you are talking about before you for your considera-
tion in the apparel and textile industry--—

Mr. Vanik. I am talking about the total production line.

Mr. STRAWBRIDGE. Total production line would be less than 5
percent.

Mr. VanNik. Less than 5 percent would be imports?

Mr. STRAWBRIDGE. Yes.

Mr. VaNIK. As a shopper goes through a store it’s almost impos-
sible to find out what is imported and what is made domestically.
It is one of the problems that I have been confronted with. We
have tried to do scme shopping tests and do some market testing
on our own. And it's extremely difficult to find out. Goods will
carry the name of an American manufacturer and be made any-
where in the world, so that you are really buying an American
label and a foreign product, and it’s so hard to determine when and
where and on what occasion you are reelly buying an American-
made product, if you had the will to do it.

Mr. STRAWBRIDGE. Almost all of your foreign goods is earmarked
with the country of origin.

Mr. Vanik. With the country of origin?

Mr. STRAWBRIDGE. 